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PREFACE
The Personal Financial Planning Division has prepared this nonauthoritative practice aid to assist 
certified public accountants in the efficient and competent delivery of personal financial planning 
services to their clients.
This practice aid is intended for practitioners who are developing comprehensive personal 
financial plans as well as those performing segmented planning and consultation engagements. 
This guide contains previously released material that was distributed as part of the March 1993 
update to the PFP Manual.
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3/800 RETIREMENT PLANNING
3/805 INTRODUCTION
.01 Although retirement is a major event in their lives, many people do not prepare for it. If 
carefully planned for, however, the retirement years may indeed be the golden years. A CPA’s 
role in retirement planning involves more than analyzing a client’s financial situation and 
economic needs: Many clients also need assistance in developing realistic retirement goals and 
lifestyles. Clients need to recognize and plan for the decisions and adjustments they will have 
to make. CPAs can bring objectivity and experience to their clients’ retirement planning process, 
so their clients can retire to something, not just from something.
.02 There are many ways CPAs can assist clients with retirement planning. They can show 
clients who are in their early working years the benefits of identifying retirement goals and 
starting to save and invest early. CPAs can show clients who are in their peak earning years the 
importance of accumulating sufficient retirement resources and investing them appropriately. 
They can counsel clients who are approaching retirement about the financial and other 
adjustments they will face at retirement. In addition, CPAs can provide expert advice to clients 
who have retired about distributions from retirement plans and liquidation of other assets to meet 
retirement living expenses.
The CPA’s Role in Retirement Planning
.03 The CPA gathers qualitative and quantitative information from the client. This includes 
answering questions, such as the following:
• What type of lifestyle does the client foresee in retirement?
• When does the client intend to retire, early or late?
• Has the client thought about what is going to occupy the retirement years, maybe 
activities, such as traveling, starting a new business, hobbies or part-time employment?
.04 The CPA can help the client answer these questions so that realistic retirement goals can be 
identified and quantified.
.05 Once the client has some idea of the retirement goals, the CPA may then help the client 
determine the amount of funds necessary to fund those goals. This process includes calculating 
the required level of current savings and other investments necessary to achieve the client’s 
desired retirement.
.06 Finally, if the client has a financial planning team, the CPA can help with the overall 
coordination in implementing the plan and monitoring the results. As a trusted and qualified 
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adviser, the CPA may assume a leadership role for the team. The CPA can evaluate the advice 
the client receives from other members of the team to determine if the advice fits the overall 
plan.
Demographic Trends
.07 Several demographic trends will make the future achievement of retirement goals more 
difficult:
• As health care and health maintenance have improved, the life expectancy of the average 
retiree has lengthened. Many people believe that current life expectancy tables 
significantly underestimate the life span of the population. In the future, it may be 
reasonable for the average person who retires at age 65 to anticipate twenty-five years 
of retirement.
• Many people now enter the work force at a later age than in the past. Those with 
advanced educations often do not begin their careers until their late twenties or early 
thirties. If these individuals do not postpone their retirement, the result will be a decrease 
in the number of their earning and saving years.
• The savings rate of individuals declined during the 1980s because housing costs, 
education costs, and discretionary expenditures consumed a significant percentage of 
individual income. As the baby-boomer generation matures, however, savings rates have 
begun to increase, and that generation is now ready to begin saving for retirement.
• The costs of medical treatment and long-term care are increasing faster than the rate of 
inflation and may, therefore, have a significant impact on the overall cost of living in 
retirement.
The Importance of Beginning Early
.08 Many clients do not begin a retirement plan in earnest until they are in their forties. If 
funding is delayed until age 40, a client may be left with only twenty-five earning years in which 
to fund twenty-five years of retirement. Therefore, one of the CPA’s most important roles in the 
retirement planning process may be to encourage clients to start retirement funding early. Many 
CPAs have been successful in this effort by demonstrating how postponement of saving affects 
funding requirements. A client who starts saving for retirement thirty-five years before the 
projected retirement date may need to save only $250 a month, whereas a client who does not 
begin saving until fifteen years before the projected retirement date will need to put aside $830 
a month.
.09 It may be difficult to convince clients in their thirties to begin saving for retirement, because 
retirement seems so remote. Many younger clients respond more favorably to the concept of 
saving for financial independence or for net worth enhancement. The CPA can explain that 
beginning the retirement planning process at an early age allows the client to choose alternatives 
that may not be available later in life. For example, a client may begin the planning process at 
age 30 with clearly identified retirement goals. However, given the individual’s income potential 
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and current standard of living, achievement of the goals may not be possible. In this situation, 
alternatives may be available, such as changing careers, taking on an additional job, or reducing 
discretionary expenditures that may not be possible later in life. The CPA can point out that if 
retirement planning is delayed, the client may be forced to alter or compromise the goals, 
whereas early planning can be the catalyst for a worthwhile change in the client’s lifestyle.
.10 Many clients seek advice from their CPAs about their current standard of living. The 
question that typically arises is, "Am I spending too much?" The CPA can address this question 
only after determining the client’s financial goals and estimating the amount of funding needed 
to achieve them. Many clients discover that their current standard of living is in direct 
competition for the dollars that are necessary to achieve their retirement goals. In those cases, 
CPAs can advise clients to give priority to the annual funding requirements for retirement goals 
and then to adjust the current standard of living to the level of income that remains. Clients can 
be encouraged to save for their goals by monitoring the progress they are making toward their 
goals.
Phases of Retirement Planning
.11 The five phases of retirement planning are:
A. Beginning the planning process
B. Building the retirement fund
C. Implementing the plan and monitoring progress
D. Approaching retirement
E. Retirement and distribution of assets
.12 Whether the client is young and just starting to save or is actually in the process of retiring, 
the CPA needs to begin with the first phase of the retirement planning process, which includes 
obtaining financial data and priority-ranked goals from the client. The CPA then analyzes this 
information in order to make suggestions to help the client achieve those goals. The inclusion 
of the other phases of retirement planning in the engagement depends on how close the client is 
to retirement. If the client is still saving for retirement, deciding how to accumulate the 
retirement fund will be the next phase of the engagement. The client may then engage the CPA 
to review the implementation of the earlier recommendations and to monitor the client’s progress 
towards the goals. The client approaching retirement may have special needs, including 
psychological and financial preparation. The client in the process of retiring or who has already 
retired will need assistance in determining which assets to liquidate to meet expected retirement 
needs.
3/810 BEGINNING THE PLANNING PROCESS
Getting to Know the Client: Data Gathering
.01 Getting to know the client is probably the most important aspect of retirement planning. 
The CPA needs to find out what is important to the client and what kind of lifestyle the client 
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plans to lead. In addition, the CPA needs to understand the client’s current financial position and 
income potential and the priorities the client has assigned to any short-term and long-term goals.
.02 Current financial position and income potential can be estimated by having the client fill out 
data-gathering worksheets, such as those in the Financial Statement Analysis and Cash Flow 
modules at ¶ 3/200 and ¶ 3/300. Completion of the worksheets will enable the CPA to determine 
the assets and income that are currently available to the client, how the client currently disposes 
of income, and what resources may be available to the client for future funding.
.03 In exploring the client’s goals, objectives, and future plans, face-to-face communication 
enables the CPA to gather the greatest amount of information in the shortest amount of time. 
The use of open-ended questions encourages the client to speak frankly and possibly inform the 
CPA of matters that might not have been revealed by completing a data-gathering worksheet. 
A worksheet, such as exhibit 3/800-1, can serve as a guide for the discussion.
Establishing Goals and Objectives
.04 Because there is a distinct possibility that clients may not achieve all of their retirement 
goals, assigning priorities may help them to achieve the more important ones.
.05 Frequently, clients will state their retirement goals in vague terms, such as, "I want to have 
a comfortable retirement." Because comfortable may have significantly different meanings for 
different individuals, clients should be encouraged to make their goals specific, setting time 
frames and quantifying dollars. Doing this helps clients to focus on the goals that should be 
assigned the highest priority and on any possible alternatives.
.06 Goals can be powerful motivators. Consequently, deciding on retirement goals may give 
clients the resolve to make the lifestyle changes required to achieve their goals. In addition, for 
many clients, consideration of retirement goals sets in motion the important psychological process 
of planning for retirement. Clients will begin to address questions, such as:
• What kind of residence do I want to live in?
• What activities do I want to pursue in retirement?
• Do I want a second career?
• Do I want to go back to school?
• Do I want to consider volunteer work?
• Do I want to relocate?
.07 Besides motivating clients to prepare for retirement, goal setting often helps them overcome 
any confusion from conflicting aspirations. For example, clients who want both financial security 
and early retirement may find that those objectives conflict. Determining the priority of their 
goals and planning for retirement can help resolve those problems.
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Estimating Retirement Funding Needs
.08 There are various approaches for estimating the retirement funding needs of clients. The 
following are among the factors that affect those needs:
• Estimated living expenses during retirement
• Estimated income from retirement benefits, Social Security and part-time employment 
after retirement
• Current value of retirement plan assets
• Number of years until retirement
• Current value of other invested assets
• Current amount being saved toward retirement
• Life expectancy
• Expected inflation rate during remaining life expectancy
• Investment rate of return
• Average income tax rate
.09 The CPA will not be able to accurately forecast the short-term dollar amounts of the 
financial factors above. However, if the retirement-planning horizon is sufficiently long, past 
history may serve as a reasonable proxy for the future.
.10 Despite the best efforts in developing reasonable assumptions, the CPA needs to help the 
client understand that no one can precisely predict the future. The CPA attempts to apply a 
reasonable range of assumptions for the purpose of providing direction for the client’s retirement 
goal funding. In preparing to make retirement funding calculations, the CPA needs to discuss and 
review the applicable assumptions with the client. Some clients may prefer to use more 
aggressive or conservative assumptions without regard to any historical norms.
.11 The CPA may elect to use computer-based planning programs. Their advantage is that they 
allow the CPA and the client to easily prepare numerous projections using various assumptions 
about inflation, investment returns, etc. In this manner, the CPA and the client can examine the 
sensitivity of the projection to various changes in assumptions. The range of results from the 
various projections may influence the CPA’s planning recommendations and the client’s 
decisions.
.12 Whether the CPA uses a computer-based planning program, a spreadsheet, or a calculator, 
the information required to do the calculation is the same. However, the CPA needs to 
understand the mechanics of the calculation. If the calculation incorporates a variety of 
assumptions, a spreadsheet approach may be the most efficient. (A sample spreadsheet is shown 
in exhibit 3/800-8.)
.13 Estimated Living Expenses. Clients need to determine their anticipated retirement living 
expenses. A comparison of these with their current expenses is a good starting point. (Exhibits 
3/800-2 and 3/800-3 are forms usable for this purpose.) When using this method, it is important 
to determine whether the current expenses are realistic, because many clients tend to 
underestimate their current living expenses and, also, their retirement income requirements. The 
CPA can help clients quickly estimate their living expenses by subtracting taxes and savings from 
AICPA Personal Financial Planning Manual 1 3/810.13
3/800-6 RETIREMENT PLANNING
current income. Some clients then may want to use a percentage of their current living expenses 
or reduce them by their mortgage expense to estimate retirement living expenses.
.14 For younger clients, detailed estimates of retirement needs may not be justified. The closer 
the client is to retirement, however, the more precise the estimate should be.
.15 Inflation Rate and Investment Rate of Return. Estimating the rate of inflation and the 
future rate of return on investments are two of the most difficult parts of retirement planning. 
Clients may wonder how an accurate estimate of the inflation rate and the rate of return on 
investments, sometimes ten or twenty years into the future, can be made when expert economists 
are often wrong in their projections for even one or two years. The goal is not to project the 
exact inflation rate or rate of return on investments, however, but to provide reasonable 
projections, consistent with historical evidence, recent performance indicators, or client-approved 
estimates. As important as the actual rates selected is the spread between the two estimates. The 
CPA needs to review the estimated rates each time the projection is updated and to adjust them.
.16 Estimated Retirement Income. The CPA needs to estimate the amount of income that will 
be provided by Social Security and employer-sponsored retirement benefits. For clients employed 
by large companies, the CPA can contact the benefits manager for an estimate of what the 
pension will be worth at retirement. In other situations, the plan actuary may have to be 
contacted. (Information on how to obtain a Social Security estimate is at 3/820.)
.17 Current Retirement and Investment Assets. For most clients, a significant source of 
retirement income comes from assets accumulated during their working years and from the 
investment income generated by those assets. The CPA needs to work closely with the client to 
determine which assets should be included in the asset base. The family home, other personal­
use assets, and life insurance policies are examples of assets usually excluded from the calculation 
because the client may not want to liquidate them to provide for retirement needs.
Selecting the Appropriate Calculation Tools
.18 When selecting a computer-based planning program or designing a spread sheet, a CPA 
needs to consider the assumptions that are made and their flexibility. The following are 
assumptions that may be made by some programs.
.19 Principal Is Consumed Along with Income. Many clients do not want to consume 
invested principal to meet current living requirements. Instead, the clients’ goals are to be able 
to meet their retirement needs solely from the income generated by their investments. Some 
clients, however, may be satisfied to preserve a set amount of principal. Many software 
programs can be altered to accommodate a client’s preference.
.20 Increasing Annual Savings. Clients need to be encouraged to increase the amount of their 
savings each year by the rate of inflation. This will reduce the amount of savings required in the 
early years. Many software programs, however, are unable to calculate the impact of increasing 
annual savings.
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.21 Possible Gifts and Inheritances. Many clients will not want to include the effect of 
possible gifts or inheritances in an estimate of their retirement funding needs. However, as a 
practical matter, these may become significant in meeting retirement funding needs.
.22 An Estate Has Not Been Provided. Some clients wish to leave an estate. Many software 
programs have no provision for handling any assets remaining at death other than personal-use 
assets that have been excluded from the list of assets available to fund retirement.
Evaluating the Ability to Achieve Goals
.23 After calculating the amount a client needs to save for retirement, the CPA determines how 
the required savings fit in with the client’s current financial situation. The CPA calculates the 
total amount available for retirement savings and the amounts required to be saved for other 
goals, such as children’s educations. If the savings available for retirement are less than the 
required amount, the CPA should make recommendations to assist the client in increasing savings 
to achieve the chosen retirement goal.
.24 Action tips. If a client has more years to save toward retirement than years to live after 
retirement, an increase in the amount saved each year can have a significant effect on the client’s 
ability to meet retirement goals. Clients can increase the amount saved by—
• Reducing their current standard of living. This will free up additional funds to save for 
retirement.
• Reconsidering their other goals. For example, the desire to save for a child’s education 
may conflict with a desire to retire early. In that case, the client may be forced to make 
some trade-offs. Unless the client is at an unusually high income level, attainment of 
both the goal of providing for a child’s college education and the goal of early retirement 
is usually not feasible.
• Increasing their earnings. For clients who prefer to maintain lifestyles at a certain level, 
making more money may be an excellent solution. However, they need to consider the 
additional expenses that may be incurred in taking on the activities meant to yield extra 
income, such as child care, taxes, clothing, and other job-related items.
.25 Another option is to adjust the mix of a client’s investments to increase the investment 
return. Often this can be done without increasing the risk. A well balanced and diversified 
portfolio may be the answer. Many clients are hesitant to invest their retirement funds in other 
than fixed income investments. This may be an opportunity for the CPA to demonstrate that a 
well balanced portfolio that includes equity investments may increase investment return without 
increasing risk.
.26 Alternatively, the client may need to reevaluate the retirement goals. Any of the following 
steps may help to make retirement a reality.
• The client may need to delay retirement to a later date. This has a significant effect 
because it adds to the number of years available for retirement saving and at the same 
time reduces the number of years to be supported in retirement.
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• Clients who have reduced their current standard of living may also be able to reduce 
their projected standard of living during retirement or may choose to settle for less travel 
or other expensive pursuits during retirement.
• Clients may want to consider part-time employment after retirement. Opportunities may 
be available with their current employers, or other career possibilities, such as teaching, 
converting hobbies into profit-making activities, consulting, or entering a new profession.
• The client may want to take a second look at the list of assets committed to the 
retirement goal. For example, the client’s personal residence and life insurance policies 
may not have been included. It is possible to liquidate these assets to provide for 
retirement expenses. (See Retirement and Distribution of Assets at ¶ 3/855, below, 
for a detailed discussion of this topic.)
3/815 BUILDING THE RETIREMENT FUND
.01 After deciding how much the client needs to save to fund retirement, the CPA considers 
appropriate tools, such as the following, for building the retirement fund:
• Career earnings and savings
• Closely held business
• Employee retirement plans
• Individual retirement accounts
• Tax-sheltered annuities
• Social Security
• Life insurance
• Annuities
• Charitable remainder unitrusts
Career Earnings and Savings
.02 The purchase of a home is often described as an individual’s single most important decision. 
However, earning capacity—which makes the home purchase possible in the first place—is more 
important. Earning capacity depends on the client’s career, and the implication is that the career 
is more important than a home because the career affects the ability to earn and accumulate 
wealth.
.03 A career has been likened to a path composed of a series of choices about education, 
location, job, and company that determines financial potential. The CPA’s role is to remind a 
client periodically of the relationship between career and wealth accumulation, particularly at key 
decision points. The CPA can provide valuable insight by explaining vesting rules and making 
computations that show the long-term impact of a salary increase. The CPA can also check 
whether appropriate measures are in place to protect the client against a temporary or permanent 
loss of earning capacity from disability.
.04 CPAs and clients should consider the bottom-line effect of an increase in earnings. For 
example, an increase of 10 percent in after-tax earned income from $60,000 to $66,000 may not 
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seem particularly significant. However, if the client’s current standard of living is at $46,000, 
the 10% percent increase in income has increased the client’s capacity to fund the retirement goal 
from $14,000 to $20,000, an increase of 43 percent.
Closely Held Business
.05 Owners of closely held businesses may view the growth of their businesses as a part of their 
retirement fund with retirement needs being met by deferred compensation arrangements. 
Alternatively, the business owner may plan to sell the business to provide liquidity for retirement 
needs. This is often done by owners of personal service businesses. When estimates of the value 
of a closely held business are used in a retirement projection, additional disclosure may need to 
be made when the business value represents a significant portion of retirement funds.
Employee Retirement Plans
.06 A relatively painless strategy for increasing retirement savings may be to accumulate 
retirement assets in tax-advantaged funding instruments. Funding with pretax dollars and 
deferring tax on income enable retirement funds to accumulate faster. Consequently, clients may 
want to maximize contributions to qualified plans, such as 401(k) plans, Keogh plans, Simplified 
Employee Pension (SEP) plans, and 403(b) annuities.
.07 Of particular concern to the CPA is the vesting schedule of the client’s employee retirement 
plan. Vesting is the percentage of benefit in a defined contribution plan that is not forfeited if 
the employee leaves the company. Two examples of vesting schedules are the five-year cliff 
standard or the seven-year graded standard. Under the five-year cliff standard, benefits are not 
vested until a participant has been in the plan for five years, after which they are 100 percent 
vested. Under the seven-year graded standard, benefits are not vested until the third year; the 
percentage vested then accumulates at the rate of 20 percent a year.
.08 Action Tip. When reviewing qualified plans as part of the retirement funding engagement, 
the CPA needs to consider the following:
• The summary plan description
• The ramifications of any employee contributions on the amount of accumulations, 
including determining whether the client is taking full advantage of any deferral options
• The employee’s age and years of participation in the plan, which may affect vested 
benefits
• The current and expected asset allocations within the plan and the impact these will have 
on the client’s overall asset allocation
• The retirement ages under the plan and required distribution options
• The vesting schedules
• The projected contributions or retirement benefits, as described by the plan administrator, 
and the history of contributions if the contributions are not mandatory
• If the plan is an Employee Stock Ownership Plan (ESOP), the diversification options and 
the form of distribution
AICPA Personal Financial Planning Manual ¶ 3/815.08
3/800-10 RETIREMENT PLANNING
.09 Defined Contribution Plans. A defined contribution plan is a type of qualified plan in 
which the amount of future benefits is not specified, but current contributions are made. The 
contributions made by the company are allocated to individual accounts that receive investment 
earnings and possibly forfeitures to help the funds grow. Retirement benefits are determined by 
the amount in the employee’s account at retirement.
.10 A variety of defined contribution plans is available, including the following:
• Money purchase pension plans: Require annual contributions up to 25 percent of 
compensation with a maximum contribution of $30,000 per employee.
• Profit-sharing plans: Do not require annual contributions, but require substantial and 
recurring contributions and are limited to 15 percent of compensation up to a $30,000 
maximum contribution per employee. These are appropriate for businesses with 
fluctuating cash flows.
• Age-weighted profit-sharing plans: Offer the flexibility and simplicity of a profit sharing 
plan, but permit a larger portion of the contributions to be allocated to the accounts of 
older employees.
• Target benefit plans: Aim for a target retirement benefit, but without a promise to hit the 
target.
• 401(k) plans: Permit elective deferrals of salary up to certain annual limits. The elective 
deferrals are subject to annual percentage and dollar limitations. Employers frequently 
provide for matching contributions to encourage participation. Employee deferrals are 
always 100-percent vested.
• Stock bonus plans: Similar to profit-sharing plans, but require that benefit payments be 
made in company stock.
• ESOPs: A type of profit-sharing plan that primarily invests in the employer’s stock.
• SEPs: Provide for direct contributions of the retirement benefit into an individual 
retirement account (IRA). All contributions and earnings are 100-percent vested.
• Salary Reduction SEPs (SARSEPs): SEP plans that permit salary reductions as in a 
401(k) plan.
.11 Defined Benefit Plan. The primary difference between a defined benefit plan and a defined 
contribution plan is that the former plan promises to pay a specified benefit at retirement. 
Benefits are ordinarily based on the number of years of service to the employer, age of the 
participant, and salary.
.12 Keogh Plans. Individuals who have self-employment income, including partnership income, 
corporate directors’ fees or consulting fees, can create and fund Keogh retirement plans with 
many of the same characteristics as corporate plans. Keogh plans are available in defined benefit 
and defined contribution forms and permit larger contributions or deductions than would be 
available using an IRA.
.13 Other Retirement Plans. Additional retirement funding strategies often employed include 
the use of stock options, phantom stock plans, nonqualified deferred compensation agreements, 
and supplemental executive retirement plans (SERPs).
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Individual Retirement Accounts (IRAs)
.14 Employed individuals can contribute the lesser of 100 percent of earnings or $2,000 to an 
Individual Retirement Account (IRA) each year. If the contributor is married and the spouse has 
at least $2,000 in earnings, the maximum is $4,000. Taxable alimony and separate maintenance 
payments also constitute earnings. IRAs must be covered by a written document with a trustee 
or custodian, which may be a bank, savings and loan, credit union, or other institution approved 
by the IRS. With a self-directed IRA, the participant can control the investments and the funds 
can be invested in stocks, bonds, mutual funds, annuities (without life insurance protection), and 
various other forms with certain prohibitions on collectibles.
.15 Individuals who are not eligible to be active participants in a qualified retirement plan can 
deduct IRA contributions up to the $2,000 limit ($2,250 for an individual and nonworking 
spouse) in computing their adjusted gross incomes. However, if either spouse is an active 
participant in a qualified plan, neither person can deduct IRA contributions. An exception to this 
rule permits full or partial IRA contribution deductions for certain taxpayers, even if they are 
active participants, as long as their adjusted gross incomes do not exceed specified levels.
.16 An individual may make a nondeductible IRA contribution to the extent of the earnings limit 
described above. Those who make nondeductible contributions to an IRA must file Form 8606 
with their annual income tax return. When distributions are made from any IRA, taxability is 
determined by a special calculation. Another limitation prohibits contributions by anyone who 
is aged 70 1/2 or older.
.17 The obvious benefit of establishing and funding an IRA is to provide for tax-deferred 
accumulation of the compound earnings on the amounts invested. An additional benefit for 
certain individuals is the tax deductibility of contributions. On that basis alone, IRA deductions 
were regularly recommended by most tax advisers prior to 1987.
.18 Although the recommendation was easier to make then, it still holds to the extent that 
contributions are deductible. The nondeductible IRA contribution also represents a reasonable 
investment for an individual, simply based on the tax-free compounding of income. However, 
the client should consider all the negatives including the limited ability to withdraw funds and the 
early-withdrawal penalties.
.19 An interesting planning technique for individuals with IRAs involves the rollover feature. 
An individual can withdraw funds from any IRA account and avoid taxation provided the funds 
are rolled over to the same or another IRA account within sixty days. In effect, this gives some 
individuals the opportunity for an interest-free loan from their IRAs.
.20 Penalty-free withdrawals from IRAs may begin at age 59 1/2 and must commence by April 
1 of the year after age 70 1/2 is reached. Under certain circumstances, annuity withdrawals may 
be made without penalty before age 59 1/2.
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Tax-Sheltered Annuities
.21 A tax-sheltered annuity is a retirement income vehicle that may be provided to employees 
of charitable organizations, tax-exempt hospitals, public schools, or similar organizations. The 
employer purchases individual annuity contracts or a group annuity contract (usually from an 
insurance company) by making annual premium payments. The employer may also make the 
annual contributions to a custodial account for the purpose of purchasing shares in a mutual fund. 
The employee pays no current tax on any employer contributions provided that they do not 
exceed specified contribution limitations.
.22 The employee’s interest must be fully vested in existing account balances. The rules 
governing employer contributions are complex, and the CPA should review them before advising 
clients about maximizing benefits.
.23 Employees may also elect to reduce their salary and have the amount of the reduction 
contributed to a tax-sheltered annuity program. In general, the maximum an employee can 
contribute is $9,500 per year. This amount rises to the 401(k) limit whenever the indexed 401(k) 
limit exceeds $9,500. Certain employees can elect to calculate the exclusion under special rules 
that may increase the amount of the exclusion.
.24 Distributions from tax-sheltered annuities are subject to the 10 percent tax on early 
distributions. Distributions must commence no later than April 1 after the year the employee 
attains age 70 1/2. Benefits are taxable when received. Five- and ten-year averaging are not 
available for lump-sum payments.
Social Security
.25 The Importance of Social Security in Retirement Planning. Social Security retirement 
benefits comprise approximately 45 percent of the median income of individuals age seventy and 
older. Consequently, Social Security planning is very important for clients of moderate income. 
For wealthier clients, the monthly Social Security benefit may not be significant in relation to 
total income. Nevertheless, planning to maximize Social Security benefits becomes important 
when consideration is given to the total benefits a client may receive during retirement.
.26 The CPA who has a good working knowledge of Social Security will be able to assist clients 
with planning suggestions for enhancing benefits. However, the benefit rules are numerous and 
complex, and they vary according to the particular facts of each case. This section covers 
retirement planning only and the guidelines are general in nature. The CPA needs to consult a 
comprehensive reference source on the topic to determine the rules for a particular situation, and 
to refer to the Risk Management module at ¶ 3/500 for coverage of disability benefits and for 
survivor benefits that are available for the spouse and dependents of a deceased worker. (See the 
Bibliography at the end of this module for reference sources.)
.27 Deciding Whether to Include Social Security in the Retirement Projection. Social 
Security may be an important factor in the projection of future retirement income. However, 
many CPAs and clients have concerns about the long-term solvency of the system. As a result, 
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some clients may prefer to formulate a retirement plan that does not rely on Social Security 
benefits. This decision has important implications for the planning process.
.28 The Annual Report of the Board of Trustees of the Old-Age and Survivors Insurance (OASI) 
Trust Funds provides insights into the solvency of the fund and therefore may be helpful to the 
client and the CPA in the decision-making process. The 1989 report presents seventy-five-year 
projections for the actuarial status of the OASI fund. Because economic and demographic 
factors, such as inflation, unemployment, fertility and mortality, affect the future amounts of 
Social Security tax collected and benefits paid, the projections are prepared under various 
assumptions.
.29 Several important demographic changes will affect the solvency of the fund. First, because 
of the large number of people born in the two decades after World War II, rapid growth is 
expected in the aged population after the turn of the century. Second, the projected rise in life 
expectancy will increase the number of beneficiaries. Finally, births began to decline in the 
1960s and are projected to remain relatively low. These demographic factors will cause a decline 
in the ratio of the number of people paying into the system relative to the number receiving 
retirement benefits. In 1992 the ratio is about 3.3 to 1, but it is projected to decline steadily to 
below 2 to 1 near the year 2030.
.30 Despite the demographic trends, the projections under intermediate assumptions indicate that 
the balance in the fund will continue to increase until approximately 2014. Thereafter, the fund 
is projected to decline steadily until it is exhausted in about 2050. Therefore, under this scenario, 
funds should be available for the next sixty years. However, the CPA is cautioned that the 
projections have been prepared on the basis of current law. As the actuarial status of the fund 
deteriorates, further changes may be enacted.
.31 In addition to actuarial status, it is important to understand how the surplus Social Security 
funds have been invested. By law, surplus funds must be invested in U.S. government 
obligations. As a result, the reserve funds have supported deficit spending in other areas of the 
government. If the projections hold true, at about 2014 the fund will need to begin liquidating 
investments in U.S. government obligations. Consequently, unless the other areas of the 
government are then running surpluses, the federal government will need to refinance the debt 
by issuing new loan instruments or by raising taxes.
.32 If the retirement projection includes Social Security benefits, the CPA also needs to consider 
future cost-of-living increases as well as the taxability of benefits. Currently, benefits increase 
by annual cost-of-living adjustments that go into effect in December of each year. Up to half the 
benefits received by taxpayers whose incomes exceed certain base amounts are subject to income 
taxation.
.33 Available Retirement Benefits. The Social Security system provides retirement benefits for 
a covered worker, the spouse or former spouse of a covered worker, and in some cases the 
children and parents of a covered worker. A spouse receives a benefit equal to the greater of the 
benefit as determined under the individual’s own work record or 50 percent of the benefit 
received by the already retired spouse. The individual maximum benefit at normal retirement age 
for 1993 is $1,128.
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.34 It may seem at first glance that one wage-earning member is all a family needs. The spouse 
of a retired worker will receive a benefit equal to 50 percent of the retired worker’s benefit 
whether or not the spouse has ever worked. However, the CPA and client need to consider the 
following drawbacks of not qualifying under the client’s own work record:
• The non-employed spouse will not be entitled to retirement benefits until the working 
spouse reaches retirement age. Therefore, if the non-employed spouse is significantly 
older than the working spouse, a delay in benefits may occur.
• The spouse will not be entitled to any benefits if a divorce occurs and the marriage lasted 
less than ten years.
• The spouse will ordinarily not be eligible for disability benefits.
.35 Qualifying For Retirement Benefits. Work credits (quarters of work) establish the right 
of a worker to receive retirement benefits. For workers who reach age 62, forty credits will be 
necessary to qualify for a retirement benefit. The amount of earnings necessary to receive one 
credit is revised annually to keep pace with overall wage increases in the economy.
.36 A maximum of four credits may be earned in any one year, regardless of the amount of 
earnings. Consequently, a minimum of ten years is necessary to qualify for a retirement benefit. 
Although only a minimal amount of earnings over a ten-year period will qualify a worker for a 
retirement benefit, meeting the forty-credit criterion only establishes the right to receive a benefit.
.37 Determining the Amount of the Benefit. Most CPAs request that clients obtain a projection 
of benefits from the Social Security Administration (SSA). To obtain the projection, the client 
completes Form SSA 7004, Request for Earnings and Benefit Estimate Statement which is 
available from local Social Security offices or by calling 1-800-772-1213. The SSA will estimate 
the amount of the retirement benefit that will be available in the retirement year selected by the 
individual. The client will receive the estimate in about six weeks, and it will also include a 
year-by-year statement of annual earnings after 1950. Clients should be encouraged to request 
the earnings and benefit statement periodically so that the accuracy of the earnings information 
can be checked. The SSA must be notified of any errors within three years, three months and 
fifteen days after the year in which the wages were paid.
.38 One important factor in calculating benefits is that the lowest five years of earnings are 
excluded from the calculation. Consequently, a worker with maximum Social Security earnings 
for each year since 1951, or age twenty-one (whichever is later), could cease employment at age 
fifty-seven without decreasing the benefit the individual is entitled to at age sixty-two.
.39 A software program, PIA (Primary Insurance Amount), available from the SSA enables the 
CPA to compute Social Security benefits. The program is furnished on a 5 1/4 inch or 3 1/2 
inch disc at a cost of $55 (plus $3.00 shipping) and can be obtained by calling 1-703-487-4650. 
The order number is PB91-506519: 5 1/4 inch or PB91-506527: 3 1/2 inch.
.40 Deciding When To Draw Benefits. Under 1992 rules, a worker can begin to receive 
retirement benefits at age 62, or can delay drawing benefits for as long as desired up to age 
seventy. At age 65, a worker is entitled to the full benefit. However, for workers born after 
1937, the retirement age for full benefits will gradually increase from age 65 to age 67.
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.41 The retirement benefit is permanently reduced for workers who begin to draw benefits 
before the full retirement age. The reduction is based on the number of months prior to normal 
retirement age at which the worker begins to draw benefits. Currently, the benefits of a worker 
who begins to draw them at age 62 will be reduced 20 percent. However, because the normal 
retirement age is gradually increasing to age 67, the benefits of a worker who begins to draw 
them at age 62 after 2022 will be reduced 30 percent.
.42 Similarly, the retirement benefit is permanently increased for workers who work or delay 
benefits beyond full retirement age. Workers will receive a delayed retirement credit for each 
month of delay past normal retirement age up to age seventy. In 1993, the annual increase in 
benefits is 4 percent for each year worked after normal retirement age. This delayed retirement 
credit will rise to 8 percent at the rate of 0.5 percent every other year.
.43 The decision to begin drawing benefits will most often be determined by the personal 
retirement goals of the client and the amount and nature of other financial resources that are 
available.
.44 However, the CPA can determine the purely economic aspects of when to begin drawing 
Social Security by examining the client’s work history and life expectancy. A client whose life 
expectancy is below average will most likely maximize total benefits by electing early retirement. 
However, survivor benefits should also be taken into consideration.
.45 Conversely, a client with a family history of longevity may wish to delay receipt of benefits. 
As life expectancy increases, the present value of the higher monthly benefit will exceed the 
benefits lost by the delay in retirement.
.46 Working Past Retirement Age. In addition to earning the delayed retirement credit, clients 
who continue to have high earnings past age 65 may be able to increase their future retirement 
benefit. This would occur if high current earnings replace past years of low earnings in the 
benefit formula. However, clients who receive retirement benefits and earn wages are subject 
to a reduction in benefits. For benefits received in 1993 by retirees under age 65, the reduction 
is $1 for every $2 of earnings in excess of $7,680. For benefits received in 1993 by retirees age 
65 - 69, the reduction is $1 for every $3 of earnings in excess of $10,560. Retirees age 70 and 
over are not subject to an earnings limit. However, the earnings limit ages are also scheduled to 
increase concurrently with increases in the normal retirement age. Note that the benefits received 
by others (spouse, dependents) on the basis of the worker’s account can also be reduced because 
of the worker’s excess earnings.
.47 Earnings in the year of retirement received prior to the date of retirement are not counted 
as earnings for the purpose of the annual limit. Instead, the earnings limit for the year is 
prorated. Therefore, proper timing of the retirement date can help the client avoid the earnings 
limit in the year of retirement.
.48 A client who has significant earnings past age 65 that would entirely or substantially reduce 
the Social Security benefits should delay applying for benefits until the earnings are reduced or 
the client reaches age 70. This will maximize the delayed retirement credit.
AICPA Personal Financial Planning Manual ¶ 3/815.48
3/800-16 RETIREMENT PLANNING
Life Insurance
.49 Using a life insurance policy as a means to save for retirement may make sense if the CPA 
has determined that the client has a specific need for life insurance coverage. The value of 
investing additional funds in a universal life or variable life policy needs to be compared to that 
of other investment vehicles on the basis of the criteria recommended in the Investment Planning 
module at ¶ 3/600. As long as the policy will not be considered to be a modified endowment 
contract, the increase in the cash surrender value will be tax deferred and will be available to 
withdraw as a loan.
Annuities
.50 Introduction. The role of annuities is sometimes considered to be the opposite of the role 
of life insurance. In the risk pool of annuitants, those who live the longest benefit at the expense 
of those who die early. In contrast to life insurance, which protects the beneficiaries of an 
individual who dies early, annuities allow an individual to hedge against the risk of living so long 
that personal assets are depleted. However, not all individuals invest in an annuity with the 
thought of someday receiving monthly payments. Clients and CPAs increasingly view annuities 
as a vehicle to accumulate retirement funds on a tax-deferred basis rather than a hedge against 
longevity. Their intent is to withdraw the value of the annuity in a lump sum at retirement age 
rather than receiving periodic payments for life.
.51 If the objective is tax deferral, a point to consider is that funds accumulated in an annuity 
will not qualify for capital gains treatment when withdrawn; growth or earnings are always taxed 
as ordinary income. In contrast, appreciation of other investments may qualify for preferential 
tax treatment. The CPA also needs to advise clients that withdrawals from an annuity prior to 
age 59 1/2 may subject the distribution to a 10 percent excise tax.
.52 In considering annuities, the CPA needs to understand the various types and the situations 
in which each type may be appropriate and be able to identify and evaluate critical contract 
features.
.53 The focus of the following discussion is on planning issues related to non-tax-qualified 
contracts that do not constitute an employee benefit plan and excludes consideration of income, 
gift, and estate tax rules. (For further information on annuities, see the Risk Management and 
Insurance module at ¶ 3/500.)
.54 Types of Annuity Contracts. The primary features that differentiate the various types of 
annuity contracts include the following:
• Immediate or deferred annuity payments
• Fixed annuity payments or variable annuity payments based on the underlying perfor­
mance of investments
• Settlement options for receiving the annuity value
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.55 Starting Date of Annuity Payments. All annuities are either immediate or deferred. With 
an immediate annuity, monthly benefits start at once, usually beginning in the month after 
purchase of the contract. In a deferred annuity, money is invested at the outset or in several 
installments over a period of time, but the contract value is left to accumulate. The client will 
determine, at a later date, when and how the accumulated value of the contract is to be paid out.
.56 Because benefits begin at once, immediate annuities are usually purchased at or near 
retirement date by clients who wish to lock in a fixed monthly benefit that they will not outlive. 
In contrast, deferred annuities are usually purchased by clients who are still accumulating 
retirement funds.
.57 Fixed or Variable Annuities. Annuities can be further differentiated by how the rate of 
return on the money invested is determined. In a fixed annuity, the annuity company promises 
to pay a fixed return on the invested amount, and the company is usually considered to be taking 
the investment risk. However, the company typically guarantees only a minimum rate on the 
policy and that rate is usually substantially less than the current market rate for similar 
investments. Therefore, the investor takes an investment risk that relates to the management of 
the assets. Consequently, when assisting a client to select a fixed annuity policy and company, 
the CPA needs to review the actual historical interest rates paid in relation to the guaranteed rate 
and the then prevailing market rate.
.58 In a variable annuity, the performance of the underlying investments determines the benefit. 
Many variable annuities operate much the same as a family of mutual funds. The client can 
direct the investment of the policy value and switch between funds within the annuity as 
investment objectives change. When assisting a client in selecting a variable annuity, the CPA 
should consider reviewing the historical performance of the underlying fund accounts within the 
variable annuity. A.M. Best (in its Retirement Income Guide) and the Lipper Analytical Service 
are among the companies that track the historical performance of annuities.
.59 In summary, a fixed annuity will be more attractive to the client who needs the comfort of 
a fixed return. In contrast, the potential for a superior long-term return on a variable annuity 
may be more attractive to the client who does not need that comfort or who is still in the process 
of accumulating retirement funds.
.60 Evaluating Contract Features. Because annuities are most often long-term investments, 
the financial strength of the issuer is of the utmost importance. The CPA can check out financial 
strength in such sources as A.M. Best, Standard & Poors, Moody’s Investors Service, and Duff 
& Phelps. In addition to relying upon the credit rating, the CPA may wish to examine the nature 
of the investments in the portfolio that backs the annuity. Many companies that offer a high 
guaranteed rate are able to do so only by investing in high-risk investments. An exchange of 
annuities can qualify as a tax-free exchange under Internal Revenue Code Section 1035. Thus, 
a contract that is not suitable can be exchanged, without an adverse income tax effect, for a 
contract with another company. When evaluating the relative attractiveness of an annuity, 
contract charges should be considered. Other contract features that may be important include 
fund-switching privileges, transaction fees, and provisions for additional investments.
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.61 Among the typical charges are front-end sales loads, maintenance fees, fund management 
fees, and surrender charges. For the purpose of comparison, A.M. Best’s Retirement Income 
Guide contains policy-specific information on these charges.
.62 In summary, annuities can be an effective tool both for accumulating retirement funds and 
as a hedge to ensure that the client does not outlive assets.
Charitable Remainder Unitrusts
.63 Because the benefits of traditional qualified retirement plans have been eroded, the CPA may 
wish to consider a retirement unitrust as a supplement to retirement plans. A retirement unitrust 
pays income to family members for life or for a specified number of years. The amount of 
income paid is based on a set payout percentage and the value of the unitrust assets each year. 
After all required income payments are made, the assets remaining in the trust are distributed to 
qualifying charities. The individual who establishes the trust can select the trustee, the 
individuals who will receive the income from the trust, the payout percentage, and the qualified 
charities that will receive the remaining assets.
.64 Retirement unitrusts are usually funded in the last fifteen to twenty years before retirement. 
The client transfers cash or other assets to the trust. The contribution to the trust generates an 
income tax deduction. The amount of the deduction is a percentage of the value of the property 
transferred and depends on the age of the client at the time of the transfer and the payout 
percentage selected. At retirement, the income generated by the assets in the trust is paid to the 
client, client and spouse, or other annuitant for life to supplement other retirement benefits. The 
taxability of the distributions depends on the income generated within the trust. To the extent 
that the trust has current or accumulated ordinary income, the distribution is treated as taxable 
income. After the trust has distributed all the ordinary income, any further distribution is taxed 
as capital gain to the extent of current or accumulated capital gain. Distributions in excess of 
these amounts are treated as nontaxable distributions of tax-exempt income or of corpus. After 
the last income recipient dies, the assets are distributed to the charities named by the client.
.65 Unitrusts offer two options to provide retirement income. The first option works best when 
the client contributes cash to the unitrust and the trustee invests the cash in municipal bonds. 
(This investment decision is up to the trustee; it cannot be specified in the trust document.) 
Income distributions to the client begin immediately, and they are tax free to the client since there 
is no current or accumulated taxable ordinary income or capital gain. The client can use the 
annual distributions in three ways. The client can—
A. Spend the distribution in the current year for needed additional funds.
B. Put the distribution back into the unitrust, thereby creating an additional charitable 
deduction and additional investments to create income during retirement.
C. Make an outright contribution of the distribution to charity, creating a larger current tax 
deduction.
.66 The second option for a retirement unitrust is one that charities are promoting extensively. 
The unitrust is set up so that the payment of income to the income beneficiary is limited to the 
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lesser of the income generated by the unitrust or the payout percentage. An income beneficiary 
who receives less than the payout percentage is entitled to the additional income when the trust 
earns it. This is called a make-up provision. Initially, the trustee invests the unitrust assets in 
growth investments, such as growth stocks or zero-coupon Treasury bonds, that produce little or 
no accounting income. The client receives little or no current distribution. The assets stay in 
the unitrust and continue to build for retirement. When the client retires, the trustee invests the 
unitrust assets in income-producing investments. To the extent that the income generated is 
greater than the payout percentage, the client can receive all of the income under the make-up 
provisions.
.67 The retirement unitrust offers many advantages. It is a flexible plan, allowing contributions 
to be made in any amount and at any time. Appreciated assets can be transferred to the trust, 
and payment of the tax on the capital gain can be deferred indefinitely. There are no 
requirements to make contributions in subsequent years, and there is no limit to the amount that 
can be accumulated in the trust. Because a retirement unitrust is not a qualified plan, there is 
no potential for any excise taxes on distributions, and the client is able to have some control over 
the timing of distributions. Clients may also act as their own trustees and in that way can control 
the investments of the unitrust.
.68 One disadvantage of a retirement unitrust is that the deductibility of the contributions is 
substantially lower than that of contributions to qualified retirement plans; for example, at age 
60, a client will receive a deduction of approximately 20 percent of the amount contributed. 
Another disadvantage is that because a retirement unitrust is an irrevocable gift to a charity, there 
is less to distribute to the beneficiaries of the estate. Finally, retirement unitrusts may be costly 
to create and administer. (For further information regarding other planning opportunities for 
charitable remainder trusts see the Charitable Giving module at ¶ 3/1000.)
Other Investment Considerations
.69 Risk Sensitivity. Most clients’ retirement plans and other retirement investments are used 
to generate income during retirement and, therefore, require high long-term returns with 
acceptable levels of risk to principal. This objective calls for a properly structured portfolio that 
meets the investment needs of the client. Additionally, because losses cannot be recognized for 
tax purposes on investments in retirement plans, most highly leveraged or tax-incentive 
investments may not be appropriate.
.70 Time Horizon. Most clients will be looking at a long-term time horizon when they invest 
for retirement. Even clients who are close to retirement may be looking at investing for the long 
term, since they may live for twenty to twenty-five years past their retirement date.
.71 The most common choices for retirement plans are a variety of fixed-income and equity-type 
investments. In general, equities are more volatile than fixed-income investments, therefore, they 
demand a higher return to justify their uncertainty. Nevertheless, with a long time horizon, the 
return on an equities portfolio may be sufficient to provide the same downside protection as a 
portfolio of fixed-income investments. In addition, equities historically have provided protection 
against the inroads of inflation. Therefore, clients should not shy away from equities when 
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attempting to invest safely for the long term. (For more information, see the Investment Planning 
module at ¶ 3/600.)
.72 Diversification. Clients need to diversify to control the level of risk in their retirement 
investments. (See the Investment Planning module for a detailed discussion of the benefits of 
diversification.) Asset allocation decisions need to be based on information about all of the 
investments the client will use to fund retirement needs. Generally, this will include not only all 
of the client’s retirement plan investments, but all other investments as well.
3/820 IMPLEMENTING THE PLAN AND MONITORING PROGRESS
.01 Implementation and monitoring may require a separate engagement. The CPA and the client 
need to have a clear understanding of the CPA’s ongoing responsibilities.
Implementation
.02 If the client does not have an existing relationship with appropriate professionals, the CPA 
may be able to refer the client to qualified specialists for implementation. A CPA who is not 
personally able to implement some aspects of the plan needs to follow up with the client and the 
specialists to make sure that all agreed-upon steps have been accomplished. The CPA may also 
need to advise the specialists who are making the investment decisions what real rate of return 
(the compounded return after tax and inflation) the client needs to receive to achieve the financial 
goals.
Monitoring
.03 Once the retirement plan is completed, periodic reviews and updates are in order to evaluate 
progress toward the retirement goal. The CPA needs to evaluate the client’s circumstances to 
determine how often to review and/or update the retirement plan. For many clients an annual 
review is sufficient, although the frequency of complete updates will increase as the client moves 
closer to retirement. For younger clients, an update every three to five years may be sufficient 
unless there is a significant change in the client’s situation such as the birth of a child, career 
change, divorce, or receipt of an inheritance. For clients within five years of retirement, the 
projections may need an update every year or two.
3/825 APPROACHING RETIREMENT
Psychological Preparation
.01 Educating clients about what changes to expect when they retire will often further the bond 
of trust that is so beneficial in a successful planning engagement.
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.02 The CPA can initiate discussions about the use of spare time and the development of 
hobbies. Clients need to begin to face their change in status brought about by leaving a career 
and to explore options that their new lifestyles offer so they are able to retire to something—not 
from something. In some instances, it might be appropriate for a CPA to suggest that the client 
seek psychological counseling.
.03 On the financial side, the client frequently must adjust spending patterns to accommodate 
a reduced income or shift from the accumulation of assets to the maintenance or liquidation of 
assets. Emotional issues of personal safety or comfort are often bound to finances, and the CPA 
needs to be aware of any emotional concerns tied to finances. A careful explanation of the 
retirement calculation may alleviate the client’s fears about the impact of inflation and health-care 
costs as well as concerns about maintaining financial independence and a comfortable standard 
of living.
Risk Management Issues
.04 Typically in financial planning engagements, risk management revolves around life and 
disability insurance with health policies reviewed as an afterthought. At and after retirement, 
clients frequently are in a position to decrease life and disability insurance. Unfortunately, due 
to health-care concerns, these savings in premiums are often diverted toward meeting health-care 
needs or buying protection against the costs of long-term illness.
.05 The CPA needs to review the retiree’s company-paid health-care benefits (if applicable) 
when determining the proper mix of public and private insurance and self-insurance. The CPA 
can suggest continuing care communities, long-term-care insurance, or in-home skilled nursing 
care as possible alternatives to nursing home care, which often carries annual costs in excess of 
$30,000. (A more detailed discussion of these risk management issues is in the Risk Management 
module at 3/500.)
Early Retirement Offers
.06 The CPA increasingly encounters clients with early retirement offers made during times of 
corporate restructuring. Employers see these offers as an effective and relatively humane way 
to cut payroll costs.
.07 Some employees view the packages as windfalls that suddenly fast forward dreams of 
financial independence. For those who are financially and psychologically less well prepared, 
an early retirement offer is a temptation all too often accepted in haste and repented at leisure. 
The packages are frequently complicated and may look more generous than they really are. In 
addition, employers sometimes give employees only a few months during which to weigh the 
difficult financial and emotional issues of an early retirement offer.
.08 Action Tip. The CPA should consider the following steps in evaluating a client’s early 
retirement package.
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• Determine the circumstances: The client may need to look behind the scenes at the 
offer. It is worthwhile to learn whether the offer is widely available or limited to those 
at just one level of management or in one plant, department, or location. The client 
also needs to consider what will happen if the offer is rejected, whether the company 
is in financial trouble, and whether the promised retirement benefits are adequately 
funded.
• Examine the incentives: The majority of early retirement incentive offers adjust the 
company’s basic pension formula to a higher benefit than would otherwise be received 
at the early retirement age. Accordingly, the package calls for close examination. 
Typical early retirement benefits include the following:
— Elimination of early retirement penalty
— Lump-sum severance payments
— Pre-Social Security income subsidy
— Continuation of life insurance and medical benefits
— Out-placement counseling
— Personal financial planning assistance
• Compare with expected benefits: Compare the early-retirement offer to the benefits that 
would have accrued had the client worked as long as originally intended. Rarely is an 
early retirement package as valuable in total dollars as continuing to earn full-time 
salary; e.g., contributions are no longer made to 401(k) and other retirement savings 
plans. Many pension plan payouts are based on recent earnings and assume that 
earnings will be greater in the future than in the past.
• Perform a self-evaluation: The psychological aspects of early retirement may be the 
hardest to evaluate. Urge clients to consider whether retirement will bring contentment 
or whether they are prepared to seek new employment. A common complaint of early 
retirees is adjusting to the sudden loss of status. Those who are dissatisfied tend to be 
people who did not initiate their own retirement. Those who are satisfied tend to be 
people who remain active, have diversified interests, and do not suffer a noticeable 
reduction in their standard of living.
.09 If retirement planning has already been done for the client, the CPA need merely return to 
the original plan and modify it after considering the above matters. In addition, the CPA needs 
to review the impact of income taxes, options for any lump-sum distributions, early pension 
distributions, and IRA withdrawals along with the early presentation of the opportunity to fulfill 
plans the client had made for later in life.
Deciding Where to Live
.10 Deciding where to live after retirement depends on factors, such as current location, 
climate, location of family and friends, employment plans, hobbies, and the cost of relocating.
.11 Depending on the nature of the client’s relationship with a former employer or business, 
there may be times when there will be a continuing desire for the client’s services and then the 
retiree may choose to continue to reside near the business or employer. This may be especially 
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important with a closely held business for which gradual retirement is significant to the continued 
success of the business as well as to support the retiree’s benefit payments.
.12 Climate may also be a significant factor. For those who live in the colder areas of the 
country, the opportunity to spend all or part of the year in a warm climate may be inviting. It 
has been shown for both medical and psychological health that the ability to walk out every 
morning and see the sun has a dramatically uplifting effect on individuals. It motivates people, 
invigorates them, and puts them in a positive frame of mind, all of which are especially important 
to those just beginning their retirement. Climate may also be a significant factor for retirees who 
wish to pursue hobbies or other activities that are best carried out in good weather.
.13 The cost of maintaining two residences or relocating certainly is a factor to consider. Cost 
may be less of an issue for those who already rent or own a second home in an area to which 
they want to relocate. For them, the cost of retaining that property may well be within their 
financial capabilities.
.14 Finally, the day-to-day lifestyle needs to be considered. Clients may want to continue to 
reside near their family after retirement. They may welcome the opportunity to spend more time 
with their children, grandchildren, and friends. However, clients need to understand that their 
family will not be able to spend all of their time with them because children and family may be 
involved in their own independent lives in which their leisure time may be more severely 
restricted than the retiree’s.
.15 One additional factor in the decision to relocate or to have two separate residences involves 
the issue of domicile for estate and income tax purposes. Generally, estates are taxed for death 
and inheritance tax purposes in the state in which the decedent has been domiciled. Additionally, 
some states are aggressive in taxing the proceeds of retirement plans paid from that state, which 
could lead to additional tax erosion of the proceeds for retirees domiciled in another state. The 
CPA needs to review the death, inheritance, and income tax laws of potential locations to 
determine where it would be most beneficial for the retiree to be domiciled.
.16 Renting or leasing for a two-year trial, in a new locale, without a total commitment, is an 
option that can give the retiree a chance to evaluate all opportunities.
3/830 RETIREMENT AND DISTRIBUTION OF ASSETS
.01 At the time of retirement, the next planning phase begins. Clients need to understand that 
their retirement plan has been designed to see them through this period. They need not 
necessarily make significant changes in their investment strategies or asset allocations just because 
they have retired. Those changes need to be made gradually, as appropriate, throughout the 
retirement period. Any cash flow shortfalls can be met by the carefully planned liquidation of 
assets.
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Asset Allocation at Retirement
.02 CPAs should be prepared to periodically assist the retirees in the reassessment of asset 
allocations to ensure that the allocations continue to meet the client’s objectives. Additionally, 
because of potential economic changes, such as inflation and the volatility of the stock market, 
the CPA needs to counsel the client to balance investment risks and to be aware of economic 
trends. The retiree also needs to develop an investment program that not only generates cash for 
current needs, but provides for growth to preserve future purchasing power to offset the effects 
of inflation.
Factors in Selecting Assets to Liquidate During Retirement
.03 To meet retirement needs, clients may have to liquidate some or all of their assets 
throughout the retirement period. The CPA can assist clients in developing a plan that projects 
both the timing of cash needs and of the asset liquidations to meet those requirements. By 
developing and following a plan, clients generally will avoid the need to sell assets at forced sale 
prices.
.04 In choosing assets to liquidate, it is important to integrate tax planning into the overall plan. 
The amount and timing of any liquidation will involve a balancing of cash flow needs and critical 
points in the client’s tax planning. For example, certain assets are best liquidated during 
particular time frames to conform to rules about premature or required distributions. In addition, 
due to the step up in basis at death, consideration should be given to retaining highly appreciated 
assets until death.
.05 The current investment and economic environments also need to be taken into consideration. 
Finally, the availability of retirement plan distributions needs to be considered, especially if the 
client can control the timing and amounts of the distributions.
Tapping the Equity in a Personal Residence
.06 Because the principal residence is frequently a primary asset, thought should be given to 
tapping existing equity. Two techniques for using the equity in a personal residence will be 
discussed.
.07 Liquidating Home Equity. By the time most people reach retirement age, their home 
equity constitutes a significant part of their accumulated wealth. As retirement approaches, many 
will have already begun to shift investments that promise an equity build-up into investments that 
provide fixed income. Moreover, these same individuals will have reduced their debt to 
relatively low levels except for, possibly, the mortgage on a second or retirement home.
.08 The decision to sell a principal residence may be a result of the decision to relocate. 
Another reason may be the client’s declining health, requiring the individual to sell the home and 
to move into a residential facility that provides health-care services. In some cases, the cash flow 
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during retirement is insufficient to allow the individual to maintain the current residence and 
standard of living.
.09 A third reason may be the empty nest effect: Only the client and spouse may occupy the 
home, and may no longer need so much living space. In that case, the opportunity to sell the 
residence and move to a smaller house or a condominium becomes attractive.
.10 To the extent that insufficient cash flow limits clients in their pursuit of a desired standard 
of living and leisure activities, it makes financial sense to review the advisability of selling the 
principal residence to provide additional investment capital. However, in making a 
recommendation to sell, the CPA needs to take into consideration the client’s emotional well 
being.
.11 The important thing to consider is that the retirement period may well last for twenty to 
thirty years — less than the usual number of years of work, but a substantial portion of a lifetime, 
nonetheless. Therefore, the individual and the CPA need to carefully consider the decision to 
free up the equity in the home.
.12 Tax Consequences of Liquidating Equity in a Home. The Internal Revenue Code permits 
a homeowner—who is at least 55 years old—to escape tax on up to $125,000 of gain on the sale 
of the principal residence provided the homeowner meets certain tests. This exclusion, which 
the taxpayer must elect, permanently protects the gain from tax. (In contrast, the deferral a 
homeowner receives from the sale of a personal residence until the purchase of a replacement 
home merely postpones the tax and is mandatory if all of the statutory conditions are met.) This 
exclusion can also be combined with a reinvestment deferral. A taxpayer who sells or exchanges 
the principal residence does not have to replace it with another to claim the exclusion. However, 
a homeowner who does replace one principal residence with another may be entitled to take 
advantage of both the exclusion and the deferral.
.13 Home Equity Conversions: Reverse Mortgages and Sale/Leasebacks. Retired clients may 
find that they risk depleting their financial resources. As clients live longer they frequently 
become cash poor and house rich. In the past, tapping home equity was difficult. The barriers 
to reverse mortgages have been the unavailability of insurance on the mortgages and the absence 
of a secondary mortgage market to provide the lenders with the capital to advance the funds. 
However, federal programs now endorse and facilitate home equity conversion and make it an 
option to consider.
.14 A home equity conversion plan enables the client to convert the accumulated equity in the 
individual’s home into additional spendable income, without having to vacate the residence. An 
additional advantage is that the money provided by a reverse mortgage is not considered income. 
Consequently, the taxability of other benefits, such as Social Security, is not affected.
.15 The most common forms of home equity conversion are reverse mortgages and sale/lease- 
backs. Sale/leasebacks are most often transacted with family members. A reverse mortgage 
provides that the client will receive a monthly loan advance from a lender against the equity in 
the home. The advances, with interest, are repaid when the homeowner dies, the home is sold, 
AICPA Personal Financial Planning Manual ¶ 3/830.15
3/800-26 RETIREMENT PLANNING
or at a specified repayment date. Among the variations of reverse mortgages are fixed-term, line- 
of-credit and shared-appreciation reverse mortgages.
.16 Under a fixed-term reverse mortgage, the lender pays the homeowner a monthly advance 
for a predetermined period, usually three to ten years. The monthly advance is determined by 
the length of the period and is usually calculated on 80 percent of the appraised value of the 
home. At the end of the term, the full amount of the loan plus interest must ordinarily be repaid. 
Therefore, a fixed-term reverse mortgage is inappropriate for clients who wish to remain in their 
homes indefinitely.
.17 Line-of-credit reverse mortgages enable homeowners to draw a flexible amount of equity 
when and only to the extent that they need an advance. The maximum amount of credit is 
determined by age, life expectancy, and available equity.
.18 Shared-appreciation reverse mortgages allow the client monthly advances against home 
equity. The advances do not have to be repaid as long as the client lives in the home. In return, 
the client pays a fixed interest rate plus a percentage of future appreciation in the home.
.19 As reverse-mortgage programs become more popular, CPAs may be able to assist clients 
in locating a program that is suited to their specific needs. Additional information regarding 
home equity programs can be obtained from the following sources:
• AARP Home Equity Conversion Service, 1909 K Street, NW, Washington, DC 20049
• National Center for Home Equity Conversion, 110 East Main Street, Madison, WI 
53703
• HUD and FHA user line, 1-800-245-2691
.20 In the classic sale/leaseback, the retired client sells the family home to a third party, usually 
a close family member, and receives a lifetime or other accepted lease term. The consideration 
arranged for the sale/leaseback is adjusted so the rent that normally would have been paid 
approximates the mortgage amortization payment that would be made. The sale/leaseback allows 
the retiree to continue to occupy the family home while transferring title to a close family 
member. Care should be taken to avoid several potential tax traps.
• The installment sale payments must be based on a market interest rate to avoid the 
interest-free loan rules.
• The sales price and rent should be set at an arm’s-length dollar amount to forestall any 
Internal Revenue Service attempt to reallocate the dollars because it is a related-party 
transaction, which could result in an increased gain on the sale, among other potential 
problems.
• If for any reason the Internal Revenue Service is able to establish that the sale/leaseback 
fails the form-versus-substance test or is successful on any other grounds to set aside the 
sale/leaseback, the home will again be included in the estate of the retired client who 
attempted to consummate the sale.
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Qualified Retirement Plan and IRA Distributions
.21 Part of the distribution planning portion of the asset liquidation process involves retirement 
distributions from qualified plans. Traditionally, CPAs have been most involved with the tax 
consequences that result from these distributions. The rules in this area have changed, and there 
can be penalties for improper consideration of the tax consequences. CPAs need to approach this 
area cautiously and to ascertain that they have considered all specific tax requirements before the 
time the funds are distributed.
.22 This section focuses on the taxation of distributions from qualified plans and IRAs. The 
term qualified plans is limited to employer-employee funded pension and profit-sharing plans and 
IRAs. The section does not cover distributions from non-qualified deferred compensations plans, 
ESOPs, and employee annuities purchased by tax-exempt organizations.
.23 Qualified plans and, to a more limited extent, IRAs can provide favorable arrangements 
because they permit—
• A tax deduction for initial contributions.
• Tax-deferred accumulation of earnings on investments made with the contributions.
• Tax-favored reporting of income when distributions from the plans are received, 
including the possibility of further deferring taxation by means of a rollover.
.24 When determining the liquidation requirements or options for qualified plans, the CPA needs 
to consider the employee’s age and years of participation in the plan. The CPA needs to evaluate 
the available distribution options and to take into consideration any available favorable tax 
elections. Other concerns include the penalties for failure to take distributions or for taking 
premature distributions and additional taxes to which a qualified plan and IRA distribution may 
be subject.
.25 The point in time at which a distribution commences is frequently governed by the plan 
document. The CPA needs to understand all available options. Since pension plans are designed 
to provide benefits on retirement, distributions usually begin at the retirement age under the plan 
or after separation from the employer’s service. Distributions ordinarily are in the form of either 
a lump-sum payment or an annuity. Qualified plans must provide two types of automatic 
survivor benefits for vested participants. The automatic benefit must be payable as a qualified 
joint and survivor annuity, but if a vested participant dies before the annuity starting date and has 
a surviving spouse, the automatic benefit must be in the form of a qualified preretirement 
survivor annuity.
.26 A qualified plan must provide for automatic survivor benefits, but must also permit a 
participant, with the spouse’s informed written consent, to elect to waive survivor benefits within 
an applicable election period. The same consent requirement applies to the designation of a 
nonspouse beneficiary.
.27 Taxation of Beneficiaries of Qualified Plans. The amount actually distributed to a 
beneficiary from a qualified plan is generally taxable as an annuity in the year in which it is dis­
tributed, unless it is a lump-sum distribution described below. The amount of the distribution 
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is added to gross income for the year along with other items of gross income, such as 
compensation, rent, and business income. Gross income does not include an amount computed 
by applying an exclusion ratio to the distribution. (The exclusion ratio is the ratio of the 
employee’s own nondeductible contributions, compared to the expected return under the plan.) 
If the distribution is substantial, the tax can be a significant burden on the taxpayer. However, 
a recipient who has an investment or basis in the plan will be able to exclude a portion of the 
distribution.
.28 Lump-sum Distributions. A payout that qualifies as a lump-sum distribution may offer 
some relief from the tax rules described. A lump-sum distribution is a payment of the employee’s 
plan balance that is paid within one taxable year to the recipient and that becomes payable when 
one of the following four events occurs. The employee —
A. Dies
B. Attains age 59 1/2
C. Separates from the employer’s service
D. Becomes disabled
Some types of tax relief for lump-sum distributions are not available at all unless the client has 
participated in the plan for at least five taxable years before the taxable year in which the client 
receives the distribution.
.29 The recipient of a qualifying lump-sum distribution can elect to have a special, separate tax 
imposed on the distribution. The tax is computed separately from other income, using a five-year 
averaging calculation. The averaging election is available once only, and only if the taxpayer 
has reached age 59-1/2. Under special transitional rules enacted with the Tax Reform Act (TRA) 
of 1986, taxpayers who reached age 50 before January 1, 1986, may qualify for ten-year 
averaging in place of five-year averaging. The distribution will be subject to a 20 percent 
withholding tax that may exceed the actual tax owed.
.30 Tax-Free Rollovers. The recipient of a lump-sum distribution can postpone the tax on the 
distribution if it is transferred to another qualified plan or to a rollover IRA within sixty days of 
receipt. A trustee-to-trustee transfer will avoid the 20 percent withholding tax on the distribution. 
Any amount not rolled over is includable in ordinary income. If the distribution does not qualify 
as a lump-sum distribution, it may still qualify for tax-deferred rollover treatment provided the 
distribution is not an annuity, or a required distribution at age 70 1/2.
.31 If a participant who receives a distribution is reemployed and has a choice between a 
rollover to the new employer’s plan or to an IRA, a rollover to the new employer’s plan may 
have some advantages. For example, a subsequent distribution from the new plan before age 59- 
1/2 may avoid the 10 percent early-distribution tax (described at¶ 3/830.35) or may qualify for 
five- or ten-year averaging, features not available with a rollover IRA. However, by using a 
conduit IRA the participant retains the possibility of rolling the distribution into a qualified plan 
at a later date. (The recipient rolls over a distribution from a qualified plan into a separate IRA. 
Subsequently, the recipient transfers the IRA, tax free, to another tax-qualified plan.)
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.32 Taxation of Beneficiaries of IRAs. The general rule of taxation that applies to IRAs is 
much the same as the rules that apply to qualified plans. Distributions are taxable as received 
under the annuity rules. The recipient is entitled to an exclusion ratio for nondeductible contribu­
tions in an IRA. In computing the ratio, all the recipient’s IRAs are aggregated and treated as 
one contract. Five-year and ten-year averaging are not available for IRA distributions.
.33 Additional Taxes and Penalties. There is a real danger in failing to plan carefully for the 
avoidance of triple taxation of retirement plan assets. Each of the taxes must be analyzed in 
conjunction with all of the others, and a number of tradeoffs may have to be made.
.34 A 10 percent early distribution penalty tax is imposed on any participant in a qualified plan 
or IRA, if the distribution takes place before the recipient has reached age 59 1/2. However, a 
distribution made after the participant’s death or disability or distributions in substantially equal 
payments over the period of the participant’s expected remaining life are exempt from the tax. 
Two additional exceptions—for qualified plans only, not IRAs—apply to distributions paid on 
separation from service after age 55, and distributions for deductible medical expenses.
.35 A 15 percent excess distribution tax is imposed on very substantial distributions. The tax 
applies to the aggregate of distributions from all qualified plans, IRAs, and IRC section 403(a) 
and 403(b) annuities of an individual. If the annual distributions exceed $150,000, the tax applies 
to the excess. If an individual used the special 1986 Tax Reform Act transitional rule, the 
threshold amount is different. Under this rule, if a taxpayer accrued benefits as of August 1, 
1986, of at least $562,500 as indexed, the taxpayer could have elected, on a return for a year 
ending before January 1, 1989, to either exempt benefits accrued as of August 1, 1986 from the 
15 percent tax, or, by not making the election, to receive the increased exemption.
.36 The tax is reduced by the amount of any early distribution penalty. If the individual 
receives a lump-sum distribution, the tax will be imposed on the amount of the lump-sum 
distribution in excess of five times the annual limit of the distribution (in 1992, $750,000).
.37 If a participant does not receive sufficient distributions the participant’s estate may be liable 
for an excess accumulation tax at a 15 percent rate, as an addition to the estate tax. This factor 
makes it important to properly coordinate the client’s estate, income, and potential excise-tax 
planning. The excess accumulation is the amount by which the value of a decedent’s benefits 
exceeds the value of a hypothetical annuity. This annuity is assumed to be paid over the 
decedent’s life expectancy immediately before death, and annual payments are assumed to equal 
the threshold applicable at the taxpayer’s death.
.38 Distributions from a qualified plan or an IRA must not begin later than April 1 following 
the calendar year in which an employee reaches age 70 1/2. Every IRA account has a specified 
minimum distribution, but an individual who has several accounts can select any one or more 
accounts to meet the overall minimum distribution requirement.
.39 If the required minimum distributions are not made or are made in an amount that is less 
than the required minimum distribution for each year, the payee is subject to a 50 percent excise 
tax on the underpayment.
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.40 Generally, there are some exceptions for qualified plan participants who were not 5 percent 
owners of the employer, during any of the five years before reaching age 70 1/2 and who attained 
that age before January 1, 1988.
.41 Settlement and Withdrawal Options: Annuities vs. Lump-Sum Distributions. Clients 
who seek to hedge against outliving their assets may elect to receive an annuity option rather than 
a lump sum. Before the client makes an election, the flexibility of a lump sum needs to be 
considered. A primary disadvantage of the annuity option is that the payout is fixed and will not 
increase with inflation and personal requirements. In addition, if the annuity option is chosen, 
the client is locked in. Alternatives the client has to cashing in or full annuitization include 
partial annuitization and partial withdrawals.
.42 Among the common annuity options available in plans are lifetime only, period certain, 
installment refund, cash refund, and joint and survivor.
.43 The lifetime only annuity pays a monthly benefit to the retiree for life, and the benefit ceases 
when the retiree dies. This option presents the greatest risk that the client will not receive the 
full value of the contract. However, because of the greater risk, the monthly benefit will be 
higher than any of the other options. As a result, this option may be appropriate for a client who 
needs a high monthly amount and is not concerned with providing for other dependents or intends 
to provide for them in other ways. The CPA can help the client evaluate the potential benefits 
and pitfalls of selecting the lifetime only option and providing for the surviving spouse or other 
dependents by purchasing an insurance product known as a pension maximizer.
.44 A period certain annuity pays for a specified minimum number of years, typically ten, 
fifteen, or twenty. If the client dies before the expiration of the period certain, the named 
beneficiary continues to receive the benefits for the balance of the period. The ten-year-certain 
option will typically pay 5 to 8 percent less than the straight life annuity. The twenty-year-certain 
option will typically pay 15 to 20 percent less than the straight life annuity. The period certain 
annuity may be attractive to a client who does not require the maximum benefit of the lifetime 
only option and also wishes to provide for dependents or other beneficiaries for a certain 
minimum number of years.
.45 The installment refund annuity provides monthly benefits that continue to be paid to the 
named beneficiary until the original contract plan balance has been recouped. The installment 
refund annuity typically pays 4 to 5 percent less than the straight life annuity.
.46 The cash refund is a variation of the installment refund annuity. Under a cash refund 
annuity, if the plan balance has not yet been recouped, the beneficiary receives the remaining 
amount as a lump sum instead of monthly installment payments.
.47 A joint and survivor annuity continues to pay monthly benefits for the lives of both the 
annuitant and the spouse. The amount paid to the survivor may be less than the amount paid 
during the annuitant’s life—usually 50 percent less. Choosing the joint and survivor annuity 
reduces the benefits by 10 to 20 percent in exchange for the guarantee that the survivor will 
continue to receive some benefit. This annuity may be appropriate for situations in which other 
assets are not expected to be sufficient to support the surviving spouse.
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.48 Planning for Distributions. A general rule in planning for qualified retirement plan 
distributions is to delay the taxation of distributions as long as possible to prevent current taxes 
from reducing the investment base and growth. Therefore, the CPA needs to integrate the 
distribution options with the asset allocations and tax planning performed for the client.
.49 When considering how to deal with lump-sum distributions and qualified plans, CPAs may 
use one of the many software products available for analyzing each of the different options. 
CPAs also should remember to take into account any available death benefit exclusions.
.50 Action Tips. Suggestions for retirement distribution planning include the following:
• Determine whether the client needs the distributions to fund retirement expenditures or 
whether some or all of the funds may continue to accumulate on a tax-deferred basis.
• Analyze the potential tax rates and brackets including state tax ramifications.
• Remember the potential for the generation-skipping transfer tax in selecting 
beneficiaries.
• Make sure all will substitutes (e.g., beneficiary designations) have been taken into 
account when performing the estate-planning portion of the personal financial planning 
engagement.
• When selecting distribution options, explore the possibility of leaving the assets where 
they are.
• If employer securities are to be distributed, exclude the unrealized appreciation in 
employer securities distributed from a qualified plan to the client, because the net 
unrealized appreciation will not be recognized until the securities are sold.
• Make sure that any nondeductible contributions included in the distribution are not 
rolled over or included in taxable income.
• Consider that a partial distribution and a portion of a complete distribution both qualify 
for rollover treatment.
• Analyze the availability of five-year, ten-year, and preferential capital-gains taxation for 
distributions.
• Consider that on smaller distributions, the rollover election generally will be beneficial 
only if the client does not need the funds in the near term for support purposes.
• Consider creating a conduit IRA to receive rollover qualified plan distributions; by 
segregating the assets, the client retains the possibility of rolling them into a new 
qualified plan (even a Keogh), and the final distribution still qualifies for beneficial 
forward averaging.
• Analyze the costs and benefits of avoiding or reducing the excess distributions tax and 
incurring the excess accumulations tax, and observe that extending the payout period 
may allow inflation to push the annual exemption higher, which will reduce the amount 
subject to the tax.
• Verify grandfather elections by reviewing the appropriate tax returns.
• With large distributions, consider combining a lump-sum distribution with an installment 
payment that may permit $900,000 to escape the excess distributions tax in one year 
($750,000 + $150,000). (This strategy is not appropriate if the client has already 
elected to use the 100 percent recovery method.)
• Avoiding the tax on excess distributions may make sense for two different reasons. 
First, given a sufficient period of deferral, the after-tax balance may be higher because 
AICPA Personal Financial Planning Manual ¶ 3/830.50
3/800-32 RETIREMENT PLANNING
of compounding. Second, because of the estate deductibility of the excess accumulations 
tax, a person whose estate is taxed at the maximum 55 percent will pay an effective 
excise tax of only 6.75 percent [(1 — 0.55) x 15 percent] compared to the excess 
distribution tax rate of 15 percent.
• Fully analyze any projections prepared by other professionals when projecting a pension 
maximization or other recommendation, because significant changes in inflation or 
interest rate assumptions will often prove that a joint and survivor annuity may better 
meet the needs of the client than a single-life annuity coupled with a universal life 
insurance policy.
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EXHIBIT 3/800-1
DATA-GATHERING FORM: 
RETIREMENT GOALS AND OBJECTIVES
Name___________________________________________________________Date------------------------
1. At what age do you plan to retire from your present career?---------
At what age will your spouse retire from his or her present career? ______
2. Are you considering a second career? ______ Yes ______ No
If yes, what is the career?___________________________________________________________
What preparation is required?_______________________________________________________
3. Is your spouse planning a second career? ______ Yes______ No
If yes, what is the career?___________________________________________________________
What preparation is required?_______________________________________________________
4. What activities, including part-time and volunteer work, do you plan to pursue during retirement?
5. Do you plan to sell your present residence when you retire?----------Yes ----------No
If yes, how much, approximately, would you pay for a replacement residence? $_____________
6. Will you relocate when you retire? ______ Yes ______ No
If yes, where will you relocate?______________________________________________________
7. Describe your major current and future financial obligations:
Current Future
8. Explain what you mean by financial security during retirement.------------------------------------------
9. How much after-tax retirement income do you expect to need (in today’s dollars)? $----------------
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EXHIBIT 3/800-2
DATA-GATHERING FORM: 
ESTIMATED RETIREMENT INCOME
Name___________________________________________________________ Date_______________
Estimated average return on investments before taxes___________ %
Amount in 
Current Dollars
Estimated annual retirement income
Social Security (yourself) $----------------------
Social Security (spouse) ----------------------
Employer’s retirement plans (yourself) ----------------------
Employer’s retirement plans (spouse) ----------------------
Annuities ---------------------
Other__ ____________________________ ______________
Total
Assets available for retirement
Investment assets $----------------------
Net amount available from converted personal assets ---------------------
Retirement plan assets ----------------------
Total $
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EXHIBIT 3/800-3
SHORT DATA-GATHERING FORM: 
ESTIMATED ANNUAL RETIREMENT EXPENSES
Name-----------------------------------------------------------------------------------------Date-------------------------
Years to retirement ---------
Estimated average inflation rate --------- %
Estimated average tax rate during retirement ______ %
Current Year
Housing $-------------------
Utilities and telephone -------------------
Property taxes and insurance -------------------
Food and supplies -------------------
Clothing -------------------
Transportation (include car payments)-------------------
Travel and entertainment -------------------
Medical and dental -------------------
Insurance: life, health, disability -------------------
Contributions -------------------
Retirement plan savings -------------------
Other savings -------------------
Miscellaneous -------------------
Total expenses $
During 
Retirement
(in current-year dollars)
$_____________
$
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EXHIBIT 3/800-4
LONG DATA-GATHERING FORM: 
ESTIMATED ANNUAL RETIREMENT EXPENSES
Name___________________________________________________________ Date_______________
Years to retirement ______
Estimated average inflation rate ______ %
Estimated average tax rate during retirement ______ %
During 
Retirement
Current Year (in current-year dollars)
Housing
Mortgage or rent $------------------- $--------------------
Utilities and telephone ------------------- --------------------
Maintenance ------------------- --------------------
Insurance ------------------- --------------------
Taxes ------------------- --------------------
Furnishings ------------------- --------------------
Other__________________________ _____________ _____________
Food and household supplies _____________ _____________
Clothing, cleaning, personal supplies ------------------- --------------------
Transportation
Car payments ------------------- --------------------
Insurance ------------------- --------------------
Repairs ------------------- --------------------
Other--------------------------------------- ------------------- --------------------
Domestic help ------------------- --------------------
Yard maintenance ------------------- --------------------
Education expense ------------------- -------------------
(continued)
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RETIREMENT PLANNING 3/800-37
Current Year
During 
Retirement
(in current-year dollars)
Entertainment
Vacation home
Vacation
Entertainment and restaurants
Clubs
Other_______________________
Debt repayment
Bills and credit cards
Other__________________________
Contributions and gifts
Professional fees
Subscriptions
Hobby expenses
Retirement plan savings
Other savings
Miscellaneous
Total Expenses
AICPA Personal Financial Planning Manual
3/800-38 RETIREMENT PLANNING
EXHIBIT 3/800-5
RETIREMENT RELOCATION WORKSHEET
Name___________________________________________________________ Date_______________
Describe Effect on
Importance Requires 
to Me Relocation?
Relocation Consideration High Low Yes No
Health considerations
Second career
Cost of living
Crime rate
State income taxes
Real estate taxes
State death taxes
Nearness to family
Nearness to friends
Nearness to current doctors
Nearness to other professionals
Climate
Recreational opportunities
Cultural activities
Educational opportunities
Church, synagogue or other 
organization
Access to a library
Access to shopping
Public transportation
Availability of part-time work
Availability of volunteer work
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
(continued)
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RETIREMENT PLANNING 3/800-39
Importance Requires
Describe Effect on to Me Relocation?
Relocation Consideration High Low Yes No
Facilities needed for
planned activities
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
Other considerations
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
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3/800-40 RETIREMENT PLANNING
EXHIBIT 3/800-6
DATA-GATHERING FORM: COMPLETED SAMPLE 
RETIREMENT GOALS AND OBJECTIVES
Name Sample Client____________________________________________ Date 1/2/19XX
1. At what age do you plan to retire from your present career? __ 65
At what age will your spouse retire from his or her present career? 62
2. Are you considering a second career? ______ Yes ___ No
If yes, what is the career? ___________________________________________________________
What preparation is required? _______________________________________________________
3. Is your spouse planning a second career? ______ Yes ___ __ No
If yes, what is the career? ----------------------------------------------------------------------------------------
What preparation is required? _______________________________________________________
4. What activities, including part-time and volunteer work, do you plan to pursue during retirement?
5. Do you plan to sell your present residence when you retire? ______ Yes ___—__ No
If yes, how much, approximately, would you pay for a replacement residence? $_____________
6. Will you relocate when you retire? ______ Yes No
If yes, where will you relocate? ______________________________________________________
7. Describe your major current and future financial obligations:
Current Future
8. Explain what you mean by financial security during retirement: Assets that will provide income to 
cover my retirement expenses and keep pace with inflation.
9. How much annual after-tax retirement income do you expect to need (in today’s dollars)? $42,000
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RETIREMENT PLANNING 3/800-41
EXHIBIT 3/800-7
SHORT DATA-GATHERING FORMS: COMPLETED SAMPLE 
ESTIMATED RETIREMENT INCOME AND EXPENSES
Name Sample Client Date 1/2/19XX
Amount in 
Current Dollars
Estimated annual retirement income
Social Security (yourself) $ 10,000
Social Security (spouse)
Employer’s retirement plans (client) 15,000
Annuities
Other
Total $ 25,000
Assets available for retirement
Investment assets $ 25,000
Net amount available from converted personal assets
Retirement plan assets 75,000
Total $100,000
(continued)
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3/800-42 RETIREMENT PLANNING
ESTIMATED ANNUAL RETIREMENT EXPENSES
Name Sample Client____________________________________________ Date 1/2/19XX
Years to retirement ___ __
Estimated average inflation rate __ —_
Estimated average tax rate during retirement ..
Current Year
During 
Retirement
(in current-year dollars)
Housing $15,000 $ 5,000
Utilities and telephone 2,000 2,000
Property taxes and insurance 3,000 3,000
Food and supplies 6,000 6,000
Clothing 3,000 2,000
Transportation (include car payments) 8,000 6,000
Travel and entertainment 4,000 8,000
Medical and dental 2,000 4,000
Insurance: life, health, disability, etc. 2,000 2,000
Contributions 3,000 2,000
Retirement plan savings 2,000 -
Other savings 6,000 -
Miscellaneous 3,000 2,000
Total expenses $59,000 $42,000
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RETIREMENT PLANNING 3/800-43
EXHIBIT 3/800-8
SAMPLE INPUTS FOR COMPUTER SPREADSHEET 
RETIREMENT CALCULATION
Assumptions Underlying the Retirement Planning Calculation:
• Retirement savings and investment savings are made at the end of the year.
• All income is received at the beginning of the year.
• All expenses are paid at the beginning of the year.
• Retirement account distributions are made at the beginning of the year. (They need to be 
reviewed to determine if they meet minimum distribution requirements.)
• Additional retirement savings are maximized first, additional other savings are then calculated and 
can be entered in the spreadsheet.
• All cash inflows and outflows are shown net of income tax.
• An inheritance or the sale of a business or residence can be input by entering a single-year source 
of other income.
General 
Information
Current year 1990
Year of retirement 2005
Rate of inflation 5%
Tax rate 30%
Current age 50
Life expectancy 85
Estate left to heirs $0
Living Social Pension Other
Expenses Security Benefits Income
Amount in current $ $42,000 $10,000 $15,000 $0
Beginning year (1) 2005 2005 2005 2005
Ending year (2) 2025 2025 2025 2010
Rate of increase (3) 5% 2% 0% 0%
Tax rate (4) 30% 15% 30% 30%
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3/800-44 RETIREMENT PLANNING
Retirement 
Plan 
Assets
Other 
Invested
Assets
Current balance $74,000 $25,000
Current annual savings $2,000 $6,000
Annual increase in savings (3) 0% 5%
Investment rate of return after tax 9% 7%
Annual increase for additional savings (3)
Tax rate on distributions (4)
Beginning year of distributions (1)
Ending year of distributions (2)
5%
30%
2005
2025
5%
(1) Assumed to be year of retirement, input different year to override.
(2) Assumed to be current year plus remaining life expectancy, input different year to override.
(3) Assumed to be rate of inflation, input different rate to override.
(4) Assumed to be tax rate above, input different rate to override.
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EXHIBIT 3/800-9
ILLUSTRATIVE COMMUNICATION TO CLIENT
Mr. and Mrs. Sample Client
Middletown, U.S.A.
Dear Mr. and Mrs. Client:
We are pleased to have the opportunity to assist you in your retirement planning. Before we begin to 
discuss the data and recommendations, we would like to focus your attention on aspects associated with 
this information.
Prospective Financial Information
We have assembled the accompanying projection of your retirement funding needs from information you 
gave us. The accompanying projected Statement of Financial Condition of XXX, as of December 31, 
19XX, on which the projection was based, was prepared solely to help you prepare your retirement plan 
and to allow us to prepare the projection of your retirement funding needs to help you plan your personal 
finances. Accordingly, it does not include all disclosures required by the guidelines established by the 
American Institute of Certified Public Accountants (AICPA) for the presentation of a financial projection. 
In addition, it may be incomplete or contain other departures from generally accepted accounting 
principles and should not be used to obtain credit or for any purpose other than planning your retirement 
funding needs. We have not compiled or examined the projected statement and express no assurance on 
it. Furthermore, please be aware that the projections may differ materially from actual results because 
events and circumstances frequently do not occur as expected.
For the firm
August 25, 19XX
AICPA Personal Financial Planning Manual
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Mr. and Mrs. Sample Client 
Retirement-Funding Plan 
August 25, 19XX
The following is an analysis of aspects of Mr. and Mrs. Sample Client’s retirement-funding plan. At the 
initiation of this engagement, you indicated that you were concerned about accumulating sufficient funds 
for a comfortable retirement. To address that concern, you requested us to assist you in developing a 
retirement-funding plan.
The projected retirement-funding information in this report was prepared to help you plan the funding 
of your retirement needs and should not be used for any other purpose. The projection may differ 
materially from actual results because events and circumstances frequently do not occur as expected. The 
projection is based on the following significant assumptions that you concluded are the most likely 
assumptions based on currently available information:
• A life expectancy at retirement of twenty years.
• An average, after-tax investment return of 7 percent a year.
• An average annual inflation rate during your lifetime of 5 percent.
• An average tax rate of 30 percent.
• Annual retirement income of $25,000 and expenses of $42,000. Both are expressed in today’s 
dollars.
• Mr. Client will retire at age 65 and Mrs. Client will retire at age 62 (hypothetical).
You currently have retirement and investment assets of $100,000 and are saving $8,000 per year. To 
fund the deficit, you need to add approximately $20,702 a year to your retirement investment fund. You 
will require additional funds if you outlive your assumed life expectancy of twenty years at retirement. 
Consequently, we recommend that you consider funding additional amounts to provide for that 
contingency.
If there is a change in any of the underlying assumptions, please contact us to discuss what changes in 
your retirement-funding plans are appropriate. [If engagement letter provides for periodic review, it 
should be decided here; likewise, if there are tax projections, an appropriate disclaimer should be 
included or the stated tax review understanding should be restated.] If we do not hear from you before 
September 19XX, we will call you.
© AICPA, Inc. 3/93
RETIREMENT PLANNING 3/800-49
BIBLIOGRAPHY
Damico, Nicholas P. Tax Management Qualified Plans — Taxation of Distributions. Washington, DC: 
Tax Management, Inc., 1986.
Gordon, Harley. How to Protect Your Life Savings. Boston: Financial Planning Institute, Inc., 1991.
Leimberg, Stephen R., and John J. McFadden. The Tools and Techniques of Employee Benefit and 
Retirement Planning, 3rd ed. Cincinnati: National Underwriter, July, 1993.
Longenecker, Ruth R. "Financial and Health Care Planning for the Elderly," Trusts and Estates, 
September 1989.
Polniaszek, Susan. Long-Term Care — A Dollar and Sense Guide. Washington, DC: United Seniors 
Health Cooperative, 1992.
— Long-Term Living. Washington, DC: Acropolis Books, 1990.
Shilling, Dana, Peter J. Strauss, and Robert Wolf. Aging and The Law. Chicago, IL: Commerce 
Clearing House, 4025 West Peterson Avenue.
A Consumer Guide to Life-Care Communities. Washington, DC: National Consumers League, 1990.
Employee Benefit Plan Review. Published monthly by Charles D. Spencer & Associates, Inc.
Journal of Compensation and Benefits. Warren, Gorham & Lamont, bimonthly.
Pension World. Published monthly by Communication Channels, Inc.
Personal Planning for Graying America. Booklet used as handout by Sanford J. Schlesinger at AICPA 
Personal Financial Planning Conference, 1991. To obtain information on this booklet, call 212-827-3262 
or write to: Sanford J. Schlesinger, Shea & Gould, 1251 Avenue of the Americas, New York, NY 10020.
"Planning for the Elderly Client." Financial Planning Journal, June 27, 1989.
Primer of Long Term Care. Washington, DC: National Consumers League, 1990.
Spencer’s Retirement Plan Service. Published monthly by Charles D. Spencer & Associates, Inc.
AICPA Personal Financial Planning Manual
3/800-50 RETIREMENT PLANNING
Commerce Clearing House Paperbacks
The paperbacks are available through the Cash Item Department, 4025 West Peterson Avenue, Chicago, 
IL 60646; 800-248-3248.
1992 Medicare Explained. Comprehensive coverage on all aspects of Medicare coverage.
1993 Medicare and Medicaid Benefits. Pocket-sized booklet explains Medicare in general.
1992 On Your Retirement: Tax and Benefit Considerations. Information on Social Security, Medicare, 
private health care, income tax, and private pensions.
7992 Social Security Explained. Basic explanation of the Social Security system, including its laws, 
regulations, and rulings. As well as coverage, tax rates, and withholding.
1993 Social Security Benefits (including Medicare). Tax tables and benefit computation formulas and 
examples.
Government Publications
Available free from local Social Security offices or by calling 800-772-1213 or 410-965-0945:
Pamphlets.
Medicare. A description of health insurance benefits under the Medicare program: SSA Pub. No. 05- 
10043.
Retirement. An introduction to Social Security benefits: SSA Pub. No. 05-10035.
Survivors. A discussion of benefits available to families of deceased workers: SSA Pub. No. 05-10084.
Understanding Social Security. A description of Social Security: SSA Pub. No. 05-10024.
Brochures and Fact Sheets.
A Pension from Work Not Covered by Social Security. SSA Pub. No. 05-10045.
How Work Affects Your Social Security Benefits. SSA Pub. No. 05-10069.
How Your Retirement Benefit Is Figured. SSA Pub. No. 05-10070.
Request for Earnings and Benefit Estimate Statement. SSA 7004.
Your Social Security Taxes: What They’re Paying for and Where the Money Goes. SSA Pub. No. 05- 
10010.
© AICPA, Inc. 3/93
RETIREMENT PLANNING 3/800-51
Available for Purchase from the Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402-9325; 202-783-3238.
National Underwriters Annuals
Your Medicare Handbook. 1993.
Available from Probus Publishing Company, 1925 North Clybourn Avenue, Chicago, IL 60614; 800-776- 
2871.
All About Medicare. 6th ed. (March 1993); Covers hospital insurance and supplementary medical 
insurance. Gives details on eligibility, coinsurance, and deductibles.
Social Security Manual. 33rd ed. (March 1993); Provides information on retirement, survivor, disability, 
and Medicare benefits in a question-and-answer format.
AICPA Personal Financial Planning Manual

3/800-53
INDEX
(References are to paragraph numbers)
ANNUITIES
. CPA’s role........................................3/815.50
. Evaluating contracts
. . Charges for ................................... 3/815.61
. . Features........................................... 3/815.60
. . Issuer, strength of .........................3/815.60
. . Tax-free exchange........................ 3/815.60
. Introduction ........................... 3/815.50-.53
. Hedge, as a........................................3/815.62
. Role of ............................................. 3/815.50
. Tax deferred..................................... 3/815.51
. Tax sheltered........................... 3/815.21-.24
. Types of
. . Deferred ............................. 3/815.55-.56
. . Fixed ........................ 3/815.57; 3/815.59
. . Immediate .......................... 3/815.55-.56
. . Introduction..................................3/815.54
. . Starting dates ............................... 3/815.55
. . Variable............................... 3/815.58-.59
APPROACHING RETIREMENT ASSETS, 
DISTRIBUTION OF ............. 3/825.01-.16
. Allocation review................... 3/830.01-.02
. Distribution of........................ 3/830.01-.50
. Liquidation of................................ 3/830.03
. . Investment climate.....................  3/830.05
. . Tax considerations.....................  3/830.04
CALCULATION TOOLS
. Computer spreadsheet,
sample ..................................Exhibit 3/800-8
. Estate, exhaustion............................. 3/810.22
. Gifts...................................................3/810.21
. Income, sole funding source .... 3/810.19 
. Inheritances ..................................... 3/810.21
. Introduction ..................................... 3/810.18
. Principal, consuming........................3/810.19
. Savings, increasing...........................3/810.20
CAREER, EFFECT OF
. Earnings
. . Capacity .......................................3/815.02
. . Increasing .................................... 3/815.04
. Wealth accumulation,
relation to ..................................... 3/815.03
CHARITABLE REMAINDER 
UNITRUSTS (CRUTs)
. Advantages........................................3/815.67
. Description........................................3/815.63
. Disadvantages.................................. 3/815.68
. Funding............................................. 3/815.64
. Income options ..................... 3/815.65-.66
. Taxation of........................................3/815.64
CLIENT
. Getting to know
. . Data gathering............................... 3/810.02
. . Effective communication ............ 3/810.03
. . Importance.................................... 3/810.01
. Communication sample . . . Exhibit 3/800-9
CLOSELY HELD BUSINESS . . . 3/815.05 
COMPUTER SPREADSHEET, 
RETIREMENT
CALCULATION.....................Exhibit 3/800-8
CPA’s ROLE
. Asset allocation review ........................... 3/830.02
. Annuities, using........................................ 3/815.50
. Coordination............................................. 3/805.06
. Funding goals, establishing..................... 3/805.05
. Goals, establishing ................................... 3/805.04
. Implementation ........................................ 3/820.02
. Information gathering ............................. 3/805.03
. Introduction ............................................. 3/805.02
. Psychological preparation........................ 3/825.02
. Qualified plan distributions . . . 3/830.21;3/830.24 
. Social Security
. . Benefits planning................................... 3/815.44
. . Interpreting............................................. 3/815.26
CRUTs ..................................................... 3/815.63-.68
DEMOGRAPHICS,
IMPORTANCE OF................................... 3/805.07
EARLY RETIREMENT
. Action tip................................................... 3/825.08
. Circumstances for..................................... 3/825.08
. Client’s satisfaction................................... 3/825.08
. Compare benefits..................................... 3/825.08
. Existing plan, impact on........................... 3/825.09
. Incentive for............................................. 3/825.08
. Offers of................................................   3/825.06
. Package, review of................................... 3/825.07
EMPLOYEE RETIREMENT PLANS
. Action tip.................................................. 3/815.08
. Defined benefit ........................................ 3/815.11
. Defined contribution
. . Description............................................. 3/815.09
. . Varieties ................................................ 3/815.10
. Distributions........................................ 3/830.21-.50
. Increase savings, used to ........................ 3/815.06
. Keogh plans ............................................. 3/815.12
. Other plans................................................ 3/815.13
. Vesting schedule ..................................... 3/815.07
EXPENSES, ESTIMATED
. Long data gathering form............. Exhibit 3/800-4
. Sample short form ........................... Exhibit 3/800-7
. Short data gathering form............. Exhibit 3/800-3
GOALS AND OBJECTIVES
. Achievement of
. . Action tips............................................. 3/810.24
. . Calculations ........................................... 3/810.23
. . Investment return, adjusting ................ 3/810.25
. . Reevaluating, when necessary............. 3/810.26
. . Savings, effect of................................... 3/810.23
. Establishing
. . Client motivating.................................. 3/810.06
. . Confusion, avoiding............................. 3/810.07
. . Priorities, setting.................................. 3/810.04
. . Specifics, necessity for ........................ 3/810.05
. Worksheets
. . Data gathering form, blank .... Exhibit 3/800-1
. . Data gathering form, sample . . . Exhibit 3/800-6
HOME EQUITY, USING
. Cash flow limitations................................ 3/830.10
. Conversions of..................................... 3/830.13-.20
. Empty nest, impact of............................. 3/830.09
. Life expectancy, impact of..................... 3/830.11
. Liquidating equity..................................... 3/830.07
3/800-54
. Reverse mortgages............................. 3/830.13-.19
. CPA’s role................................................ 3/830.19
. . Description............................................ 3/830.15
. . Fixed term............................................ 3/830.16
. . Line-of-credit....................................... 3/830.17
.. Shared appreciation............................... 3/830.18
. Sale/leaseback................... 3/830.13-.15; 3/830.20
. Sale of residence ..................................... 3/830.08
. Tapping equity........................................... 3/830.06
. Tax consequences..................................... 3/830.12
IMPLEMENTATION OF PLAN . . . 3/820.01-.02 
INCOME, ESTIMATED,
WORKSHEET
. Data gathering form, blank...........Exhibit 3/800-2
. Data gathering form, sample .... Exhibit 3/800-7 
INDIVIDUAL RETIREMENT
ACCOUNTS (IRAs)
. Benefits..................................................... 3/815.17
. Contributions, nondeductible................... 3/815.16
. Disadvantages........................................... 3/815.18
. Distributions........................................ 3/830.21-.50
. Limitations.......................................... 3/815.14-.15
. Rollovers................................................... 3/815.19
. Withdrawals ............................................. 3/815.20
INTRODUCTION
. Client orientation..................................... 3/805.01
. CPA’s role................................................ 3/805.02
INVESTMENT CONSIDERATIONS
. Diversification........................................... 3/815.72
. Inflation, effect of..................................... 3/815.71
. Risk sensitivity ........................................ 3/815.69
. Time horizon...........................................3/815.70-.71
IRAs........................................................3/815.14-.20
LIFE EXPECTANCY,
IMPORTANCE OF................................... 3/805.07
LIFE INSURANCE,
RETIREMENT
SAVINGS, USED FOR............................. 3/815.49
LIVING IN RETIREMENT
. Climate..................................................... 3/825.12
. Consultation possible................................ 3/825.11
. Costs involved........................................... 3/825.13
. Domicile considerations........................... 3/825.15
. Factors to review..................................... 3/825.10
. Lifestyle..................................................... 3/825.14
. Location, test ........................................... 3/825.16
MONITORING
THE PLAN ................................ 3/820.01; 3/820.03
PHASES OF PLAN............................. 3/805.11-.12
PLANNING PROCESS,
BEGINNING ...........................................3/810.01-.26
POST-RETIREMENT
PLANNING............................................. 3/830.01
PSYCHOLOGICAL
PREPARATION
. CPA’s role................................................ 3/825.02
. Educating the client................................... 3/825.01
. Spending patterns, adjusting ................... 3/825.03
QUALIFIED PLAN
DISTRIBUTIONS (INCLUDING IRAs)
. Action tips................................................ 3/830.50
. Annuities
. . Cash refund ......................................... 3/830.46
. . Installment refund.................................. 3/830.45
. . Joint and survivor ............................... 3/830.47
. . Lifetime only ....................................... 3/830.43
. . Period certain........................................ 3/830.44
Beneficiaries, taxation of ........... 3/830.27; 3/830.32
. Benefits..................................................... 3/830.23
.CPA’s role................................ 3/830.21; 3/830.24
. Commencement of................... 3/830.25; 3/830.38
. Early distribution tax....................  3/830.34
. Excess accumulation tax........................... 3/830.37
. Excess distribution tax........................ 3/830.35-.36
. Form of..................................................... 3/830.25
. Lump sum .... 3/830.28-.29; 3/830.41; 3/830.49 
. Minimum distributions........................ 3/830.38-.39
. Penalties ............................................. 3/830.33-.40
. Planning..................................................... 3/830.48
. Rollovers, tax free ............................. 3/830.30-.31
. Settlement options................................ 3/830.41-.47
. Survivor benefits ..................................... 3/830.26
. Taxation of..........................................  3/830.22-.40
. Underpayment excise tax ..................... 3/830.39-.40
. Withdrawal options .............................. 3/830.41-.47
RELOCATION
WORKSHEET................................ Exhibit 3/800-5
RETIREMENT FUND,
BUILDING .......................................... 3/815.01-.71
RETIREMENT NEEDS
. Assets........................................................ 3/810.17
. Estimating ................................................ 3/810.08
. . Computer program...........................3/810.11-.12
. . Forecast................................................3/810.09-.10
. Income ..................................................... 3/810.16
. Inflation..................................................... 3/810.15
. Investment return..................................... 3/810.15
. Living expenses...................................3/810.13-.14
REVIEW OF PLAN................................... 3/820.03
RISK MANAGEMENT
. Insurance considerations........................... 3/825.04
. Health care................................................ 3/825.05
SOCIAL SECURITY
. Benefits
. . Amount of.......................................3/815.37-.39
. . Cost of living increases....................... 3/815.32
. . CPA’s role............................................ 3/815.44
. . Date of retirement, impact of ............ 3/815.47
. . Delayed retirement............................ 3/815.46-.48
. . Earner, for............................................ 3/815.33
. . Goals, effect on.................................... 3/815.43
. . Increase in................................3/815.42; 3/815.46
. . Life expectancy, effect of..................... 3/815.45
. . Nonearning spouse................................ 3/815.34
. . Qualifying for...................................3/815.35-.36
. . Reduction in........................................... 3/815.41
. . Taxation of............................................. 3/815.32
. . Timing of................................................ 3/815.40
. CPA’s role................................................ 3/815.26
. Importance of........................................... 3/815.25
. Retirement projections, inclusion in .... 3/815.27 
. Solvency problems................................3/815.28-.31
TAX SHELTERED ANNUITIES
. Limitation, employment of..................... 3/815.21
. Distributions............................................. 3/815.24
. Salary reduction plans............................. 3/815.23
. Vesting ..................................................... 3/815.22
TIMING PLANNING PROCESS
. Client reluctance ..................................... 3/805.09
. Funding, priorities ................................... 3/805.09
. Starting early............................................. 3/805.08
UPDATING PLAN ................................... 3/820.03
PERSONAL FINANCIAL PLANNING PRACTICE AIDS & PRODUCTS
PFP Library Series
Guide to Retirement Planning* 017207
Guide to Cash Flow Planning* 017209
Guide to Planning for the Closely Held Business Owner 017202
Guide to Investment Planning * 017111
Guide to Risk Management and Insurance Planning* 017112
Available Fall 1993:
Guide to Education Planning and Funding* 017213
* These volumes of the PFP Library are also included in the Personal Financial Planning Manual, 
available as a benefit of PFP Section membership.
Statements on Responsibilities in PFP Practice
SRPFP No. 1, Basic PFP Engagement Functions and Responsibilities 017204
Available Fall 1993:
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THE PERSONAL FINANCIAL PLANNING DIVISION
PFP Section Membership
The PFP Section provides products and services to assist its members expand their technical knowledge, 
improve their professional competence, and increase the profitability of their PFP practice. Annual 
membership dues are $115. Section benefits include:
• The Personal Financial Planning Manual, offering practical information on the marketing, 
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forms, reports, exhibits, checklists and other materials.
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READER’S RESPONSES TO GUIDE TO RETIREMENT PLANNING
Your assessment of this practice aid will help ensure that future publications of the Personal Financial 
Planning Division will be valuable to practitioners. Please photocopy this questionnaire and complete and 
mail it to Coordinator, PFP Division, AICPA, Harborside Financial Center, 201 Plaza Three, Jersey 
City, NJ 07311-3881.
Thank you for your assistance.
1. How familiar were you with this subject before you read this practice aid?
1 2 3
Unfamiliar Somewhat familiar My area of expertise
2. How useful is the practice aid to your practice?
1 2 3
Not useful at all Somewhat useful Extremely useful
3. Is there additional information that you think should have been included or information that should
be modified in this practice aid? Yes____  No ____
If yes, please explain__________________________________________________________________
4. Do you think that an advanced level practice aid on this subject should be available?
Yes____  No ____
5. What other subjects would you like to see covered in PFP practice aids?
6. Are you a PFP Section member? Yes____ No ____
7. If not, how did you learn about the availability of this practice aid?
8. Additional comments and suggestions__________________________________________________
9. Name and address (optional for information on PFP Section membership and benefits):
017207
